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Detroit's 

Most 
Influential 

Citizen 


Although the horse is no longer regarded as a 
major source of transportation, his memory 
lives on as a source of description. 

For when the automobile took over the 
horse’s job, everyone judged its performance 
in terms of horses. Thus, the 1903 Ford was 
said to have eight horsepower... because it 
did the job of eight horses. 

But today, it would actually require as 
many as 300 horses to equal the power under 
the hood of many modern cars. And the fuel 
of these cars is as different from the fuel of 
fifty years ago as gasolene from oats. 

Outstanding examples of this fact can now 
be seen at Cities Service stations, which offer 





motorists entirely new gasolenes for every 
type of car...“‘dream” fuels that could only 
be imagined a few years ago. 

Just two gallons of any one of these fuels 
will do the work that required three gallons 
of gasolene back in 1925. Likewise, each of 
these Cities Service gasolenes prevents engine 
trouble that only a mechanic could fix back 
in those days. 

s3ut superb as these fuels are, they are but 
part of a long and continuing series of im- 
provements now offered and yet to come from 
Cities Service ... for as America grows, so 
grows Cities Service, for nearly half a century 
a leader in petroleum progress. 
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Buy.... 
Sell... 
ot Hold? 


Sometimes it is hard to make up 
your mind about certain securities, 
particular stocks. 

Too many important facts just don’t 
seem to add up. 

In such confused times, almost every 
investor finds it more difficult to 
make clear-cut decisions—so a lot 
of them don’t even try. 

We think that’s bad. 


Because very often the right an- 
swer today means the difference 
between profit and loss tomor- 
TOW 2. 


Because there are any number of 
places an investor can go for the 
help he needs in reaching the 
right answers—for him. 


Here at Merrill Lynch, for instance, 
our Research Department gets a 
steady stream of facts and informa- 
tion from all over the country, 
works constantly to sort out the im- 
portant ones, carefully evaluates 
them all in terms of the investor’s 
interest. So maybe that’s why Re- 
search can usually come up with a 
pretty good answer to any question 
concerning buy... sell .. . or hold. 
If you'd like to know what that 
answer would be as regards any 
particular stock... 
Or if you'd like to have adetailed 
analysis of your complete port- 
folio in the light of your over-all 
financial situation... 
Just ask. 
There’s no charge or obligation. 
Simply address — 


Frank V. DeEEGAN. Department SF-76 


Merrill Lynch, 


Pierce, Fenner & Beane 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y 
Offices in 108 Cities 
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TELEPHONE EXECUTIVES GO TO SCHOOL. From September 
to June, different groups of department heads and assistant 
vice presidents from various telephone companies attend Bell 
System Executive Conferences. Actual business problems are 


‘ 





discussed and solved in small groups. Teachers and lecturer: 
are top telephone men, professors from a number of leading 
colleges, and experts in the broad fields of economics, finance 
labor relations, business management, etc. 


Training for Telephone Management 





Bell System training programs to build 
executive skills and stature bring many 
benefits to telephone customers and the 


company, as well as telephone people. 


“If you want a crop for a hundred 
years, grow men.” So runs an old 
proverb. And so runs the thinking of 
the Bell System. 


There is nothing more important to 
good telephone service—and to the 
future of the business—than the find- 
ing and developing of capable people 
for management positions. 


The Bell System has long been 
among the leaders in this field and it 


Working together to bring people together... BELL TELEPHONE SYSTEM 


has pioneered new methods for the 
training of executives at various stages 
of their careers. They range from de- 
velopment courses for newly appointed 
managers to extensive liberal arts 
courses at leading universities. 


The Bell System Executive Confer- 
ence is an interesting example of one 
type of program. For four weeks, groups 
of telephone executives from different 
parts of the country live together, study 
together and debate together. 


Specific problems in business are 
discussed and solved. But the larger 
objective is a better understanding of 
the broad field of economics, social 


forces, public and employee relations, 
finance and the administrative skills 
needed for effective leadership. Such 
a background becomes more necessary 
as the business grows. 


The plan has worked so well that 
there are now Advanced Executive 
Conferences where each participant is 
put in the position of a general officer 
of a telephone company and emphasis 
is put on current and anticipated man 
agement problems. 


From all of this comes a broadening 
of executive ability and stature for the 
needs of today and a continuing flow 
of able leaders for the years ahead. 














moncuniien case 








rers 
ing 


ice, 


ms, 
ills 
ich 
ary 


hat 
ive 
t is 
cer 
aSiS 
an- 


ing 
the 
OW 
ad. 








THE MAGAZINE OF WALL STREET 


Cc. G. Wycxorr, Editor-Publisher 


1907 - 


Our 50th Year of Service 





- 1957 


The Trend of Events 


YOUTH TO THE FORE... One of the most interesting 
phenomena of our time is the attitude of the young 
people, who are enthusiastically accepting the chal- 
lenge of the times and are already making worth 
while contributions in a way that is very inspiring. 

I am referring of course to the young people, who 
see adventure in the challenge of the new age, and 
who are making giant strides in the fields of chem- 
istry, physics, engineering and economics. 

And it is a good thing too, because it is going to 
take a very special breed to cope with the revolution- 
ary forces operative in this seething world of spirit- 
ual and material shift and change. 

Being young has never been a deterent. The blood 
of youth flows fast and furious—and, when the spirit 
of adventure stimulates the imagination, accomplish- 
ment is made possible through sheer force—in spite 
of mistakes. The egotism born of vigor and abundant 
vitality acts as a spur. It sets the universe in motion. 

We are living in an age in which the wildest dreams 
of imagination are coming true. In our daring we are 
exploring the heavens and the depths of the seas. We 
know with certainty that nothing is impossible. What 
we see in our mind’s eye we 


break the shackles of psychological blocks of intoler- 
ance, hate, fear and greed and really become civilized? 
That is the question which has been facing the youth 
of all ages—for each generation in the saddle wants 
to try its own wings—and have its own experiences. 
The past and its lessons lie behind them and they see 
only the future. 

But this generation, while in its formative years, 
has learned a great deal of human psychology from 
World War II and the Korean conflict, and face the 
world with greater realism and understanding of the 
impulses and emotions which move mankind,—than 
have the youth of the past two generations. 

As leaders of the future, therefore, accepting the 
challenge of a world now rapidly moving into a new 
age, we believe they will prove their mettle,—and 
make us proud. 


7 YEAR DROUGHT OVER ... It makes you think of the 
bible and Joseph in the land of the Pharaohs predict- 
ing the 7 years of want and the 7 years of plenty— 
and we hope indeed that the 7 years of plenty are 
now in the making for Texas. 

Water’s importance has 





can make a reality if we add 
the common sense leaven of 
facts and figures to balance 
our judgment. 

It is clear that we have 
moved, and will continue to 
move ahead in uncovering the 
secrets of nature. 

But, will man in the process 
discover the way to live in 


peace with his fellow-man and | "e7war feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


been highlighted by wide- 
spread droughts and numer- 
ous water shortages on the one 
hand, and devastating floods 
on the other. How to control 
both is a matter that is now 
receiving serious attention in 
many quarters, especially in 
light of the expectation that 
use of water will double by 
1975. 
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In fact, as we pointed out in our March 2nd issue, 
something must be done about insuring a sufficient 
water supply for both agricultural and industrial 
uses. Insufficient water power is already drying up 
new industrial expansion in certain areas at a rate 
that could be very serious. 

Water is an important element for our manufac- 
turing industry, and public utilities in particular. 
This, together with the need for an increasing num- 
ber of irrigation projects, makes it imperative that a 
way be found to solve this vital problem. 


THE PASSING OF SENATOR JOSEPH R. McCARTHY ... 
The country lost a crusader in the death of Senator 
McCarthy at the age of 47. And we need more people 
of his calibre in the country, rather than so many 
“ves” men or those who hesitate to act because of 
their fear of stepping on too many toes. 

The criticism of Senator McCarthy has been mainly 
on his method of handling the crucial communist issue 
—not on the issue itself. And a man’s methods are 


frequently a.matter of bis own personality, which we 
must accept in putting an individual on the scales. ¢ 


On balance, we believe Senator McCarthy’s good 


points far outweighed his faults. His death at such * 


an early age tells us a great deal of the intensity with 
which he pursued his objective toward uprooting 
Communist influence in this country. No man would 
feel it so keenly unless it was a matter of vital and 
intense concern to his spirit. 

The violence of his thinking and action should be 
attributed to youth, which as we all know has a ten- 
dency to go to extremes. But we feel that he would 
have been mellowed by the years to a point where he 
would have become an asset in national affairs. His 
premature passing is sincerely regretted. 


MUCH HAS BEEN ACCOMPLISHED ... After two months 
in the Middle East, Ambassador James P. Richards, 
returning home at the request of President Eisen- 
hower, has carried out his assignment most creditably. 

The ambassador’s task was as delicate and complex 
as a diplomatic mission could be. It called for clarifi- 
cation of our Middle East policy—and its two basic 
tenets, the defense of the Middle East against Com- 
munist aggression, together with a program of special 
economic aid for development of that region. 

Mr. Richards conferred with the heads of 14 coun- 
tries in that area, about half of which were non-Arab 
states, where, in most cases, his message evoked such 
great interest that the principles of the Eisenhower 
Doctrine were subsequently officially endorsed. 

Opposition naturally came from the Arab countries 
affiliated with Egypt and Syria—and the latter were 
not visited because he had not been invited. 

In Jordan there was of course a special situation. 
Yet the most important victory to the Eisenhower 
Doctrine came from the courageous action of King 
Hussein, in his forthright accusation that Egypt and 
Syria had instigated the revolt in his country in order 
to destroy him. 

This dramatic and well-timed action, accompanied 
by the sending of our 6th Fleet into the Mediter- 
ranean, caused great confusion in the Arab-Commu- 
nist camp. More than anything else, it made it clear 
that the Eisenhower Doctrine is actually a policy with 
teeth in it and not just a statement of lofty principles. 





Of course, neither the immediate victory in Jordan 
nor the partial success of the Richards Mission should 
blind us to the fact that the Middle East continues to 
be the world’s hottest hot spot. Not one of the funda- 
mental problems of the area has yet been settled, or 
even tackled. But at least our government is begin- 
ning to have a policy of its own in the Middle East 
instead of leaving it all up to the UN, as we have 
done in the past. 


GENIUS—PLUS .. . John J. Hopkins was one of the 
great men of this decade. He took a little Connecticut 
ship building company and developed it into the tre- 
mendous General Dynamics Corporation. And he 
built the Nautilus, the world’s first nuclear-powere:| 
submarine. 

Little known to the public, because he did not car2 
for personal publicity—he preferred to let his accom- 
plishments speak for him and his company, whic! 
reached truly dynamic proportions in 20 years under 
his leadership. 

His keen mind, fine character and genius for or- 
ganization is going to be very much missed at a time 
when we need every man of his caliber that we can 
possibly find. 

We are moving so rapidly along uncharted paths 
that there is a shortage of great executives—so that 
our leaders are terribly over-worked in their attemp! 
to keep abreast and ahead of the shifts and change: 
that are taking place—and in the blue-print stage. 

Something must be done to shore up the machin- 
ery of industry so as to relieve the heavy burden fron 
the shoulders of our top-level executives. 

The passing of Mr. John J. Hopkins is a loss indeed. 


CRACKS SHOWING UP... The faltering of the Russian 
economy has reached noticeable proportions of late, 
despite their boasts of impressive industrialization. 

This is because the concentration around the world 
is mainly on the shocking cancellation of their bond 
obligations to the citizens of the U.S.S.R., which tell: 
another story—one of financial embarrassment. 

It was inevitable that the exposure of their policy 
in the satellite states and their brutality in Hungary 
and Poland would bring vast changes in their econ- 
omy and financial plans. 

This may be the time, or the time may soon come, 
when something can be accomplished with the Krem- 
lin toward the solution of world peace. The Soviets 
still have 5 million men under arms, which must cost 
them a pretty penny, let alone the terrific price that 
is being paid for atomic armament at the expense of 
the economy. 

It is apparent that it was recognition of Russian 
weakness that caused Scandinavian and other states 
to respond so sharply to Russian threats, They are 
very close to her borders and have ways of knowing 
what is going on inside of the U.S.S.R. And it may) 
also be responsible for the break in the solidarity of 
the Arabs in the Middle East for it is a natural con 
clusion that a country that cannot keep its bond obli 
gations to its citizens cannot possibly fulfill grandiose 
promises of aid to other nations. 

Altogether, this may result in a re-evaluation ot 
Russia’s position, and maybe the prospects for peace 
are better than we think. 
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As 9 See Jt! 


By CHARLES BENEDICT 


THE DYNAMIC AND THE ACQUIESCENT 


I. has ever been thus —that charlatans, 
vith their quick wits, propel themselves up into the 
ats of the mighty. And although it is an uneasy 
‘ating at best, yet they remain firmly entrenched 
intil they are unmasked, because of the inertia of 
ne mass of people in all classes of society, who ac- 
‘pt the situation with a shrug, or fear to depose 
ese egoists who fatten on their substance. 
These high-powered buccaneers have adopted “the 
eople be damned” policy of the Communists, with 
s natural appeal to un- 
rupulous men with slick 


tO to RH =A 


going corporations, whose large cash assets are used 
to purchase and control other companies, and to 
pyramid the funds so secured to build vast corporate 
empires on a diluted foundation. 

This can assume such serious proportions as to 
destroy the confidence of investors in American en- 
terprise. It is surprising that the government, 
through SEC and legislation, does not take a hand 
in the situation and protect the savings of the citi- 
zens of this country. 

At the moment, the 





o control a nation or win 
dustrial empires on a 
hoestring. 

Europe has had _ its 
kreugers and its Low- 
ensteins, and among the 
earliest of that breed, 
so widely publicized in 
our country, was Serge 
Rubenstein. 

But now there is a 
rash of this type of fren- 
zied financiers, who are 
following the European 
technique which surpass- 
es in ingenuity that of 
the bucketeers of the 
’20’s, like George Gra- 
ham-Rice, who, in his 
book, “My Adventures 
with Your Money”, told 
the story of his nefari- 
ous exploits and how he 
mulected people of their 
savings — 520% Miller, 
whose “get-rich-quick” 
appeal produced _ thou- 
sands of victims who a—onuar — 
went so far as to throw 
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State of Texas is suffer- 
ing a shock from this 
type of jobbery. When 
an insurance company 
fails that is news. And 
yet that is exactly what 
happened when the House 
that BenJack Built top- 
pled in Texas. 
Somewhere 
1949 and 1951, we are 
told, BenJack Cage 
formed a_ partnership 
with John G. Vaughn, 
onetime chief examiner 
for the Texas Insurance 
Commission, who was 
made a 10% stockholder, 
while BenJack retained 
90%. Meanwhile Jack 
_ Cage & Co. became head 
of some 70 corporations 
doing a multimillion dol- 
lar business. And to- 
ward the end of 1951 
“Jacco” signed a man- 
agement contract with 
the Insurance Company 
of Texas (later ICT) - 
which represented a ven- 
ture of Texas labor into 


between 








their money over the 
transom even after his 
office was closed! — and 
Ponzi, who inveigled the 
small investor to speculate in exchange and then 
suddenly blew up, and the other bucketeers where 
no orders were executed but merely written on the 
cuff, and “dividends” paid out of new money that 
came from the sale of additional phony stock. 

We know that in recent years this type of 
operation has been used in many instances in the 
selling of cheap uranium, Canadian oil and other 
kinds of “paper”, which were actually without sub- 
stance—mere holes in the ground. 

But the new and highly dangerous method of 
financial jobbery has to do with the acquisition of 
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Where Do You Suppose It All Comes From? 


the insurance field. 

The contract with the 
ICT assured “Jacco” 15¢ 
on every insurance pre- 
mium dollar received, and 20¢ on every $1 of stock 
sold. And besides, BenJack collected huge sums for 
his super-duper parties, and almost $1 million “ex- 
penses” and other fees. 

The doom of the company was inevitable, and, 
seeing the handwriting on the wall, BenJack Cage 
moved into other fields. He is now in Sao Paulo, 
Brazil. 

The above cites only one case to which finis has 
been written. But it must be clear to any intelligent 
individual that such operations can only end in 
disaster for the (Please turn to page 264) 


—Talburt in the Pittsburgh Press 
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1957 Clues—In First Quarter Reports 


Market Rally Inconclusive—because investment sentiment is better than the news, just as 
it was worse than the news a few months ago. No Spring improvement in business activity 
has developed. Mild further near-term easing is possible, a later upturn conjectural. We 
look for a limited-range, selective market. Your portfolio management should remain 





realistic and discriminating. 


By A. T. 


Market performance indicates that, on the whole, 
investors have in recent weeks become more and more 
cheerful—or perhaps less and less concerned—about 
the general business prospect. Earlier apprehension 
about possible recession has receded. The consensus 
now seems to be that this will be a “fairly good” year, 
without an important shift either way in over-all 
economic activity, corporate earnings and dividends. 

The altered mood explains the recent extension of 
the market’s highly selective upswing from the Feb- 
ruary low point; and, as usual, the added recovery 
itself tends to raise investment hopes. There is re- 
newed emphasis on the theme of “long-term economic 


MILLER 


growth” and “creeping inflation” as reasons for hold- 
ing or buying “good stocks”. There is more inclination 
by individual and institutional investors to put avail- 
able funds to work—more than in many months. 


Static Picture At Best 


But variations in sentiment are generally dispro- 
portionate to changes in business, earnings and divi- 
dends, all of which are not materially different now 
from what they were at the market’s lower February 
level. If the consensus is right, the picture is gray, 
rather than white or black; the road flat, rather than 

















MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . .. CONSTANTLY SHIFTING SUPPLY & DEMAND 


up or down hill. The only feature of such 
a picture is its limitations, and they sug- 
gest to us a limited-range, selective mar- 




























































































PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 350 ket at best—a market of special situa- 
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330 | As Indicated by Transactions | | 330 prove wrong, for it rests on some as- 
at Declining Prices | | sumptions, including maintenance of 

41 | | | 310 present record plant-equipment outlays 
| | for some time to come and development 

290 290 of offsetting stimulants elsewhere when 
they do turn downward. We are still on 

21 | 8270 a high plateau, but the fact is that in- 
dustrial production, factory employment 

250 — 250 and purchasing power of factory “take- 
| ||| | . home”’ pay have tilted slightly downward 

23 DEMAND FOR STOCKS a8 30 in recent months; that there was no 
As Indicated by Transactions | | | | 10 Spring pick-up in business in April or 
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ward the cautious side in reeent weeks. 
So whether we will or will not escape at 
least a mild recession is still an open 
question. 


Where The Market Stands 


In most trading sessions over the last 
fortnight total advances and declines by 
individual stocks were fairly closely bal- 
anced, but gains centered sufficiently in 
prominent stocks to result in moderate 
further net progress by the Dow indus- 
trial and utility averages, and a modest 
net betterment for rails. The industria! 
average has made up nearly all of its 
December-February phase of decline 
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and nearly 70% of the de- 
cline from 1956’s April- 
August double top. Hover- 
ing in close vicinity of the 
December rally top, it re- 
flected increased resis- 
tance late last week. At 
this writing the profes- 
sionals are debating the 
chances for getting 
through this level, and the 
possible technical signifi- 
cance of either failure or 
success. Either could make 
ess difference than many 
imagine. This has been a 
imited-range “market of 
stocks” for a long time and 
still is, The primary fact 
is that “flat” trends for 
business, earnings and div- 
idends—with a continuing 
yrofit squeeze in many 
ines—provides no basis for 
sustained, broad advance. 

That being so, it takes 
only relatively moderate 
rise, particularly by the 
industrial average to con- 
front investors again with 
the reality of over-valua- 
tion. That being so, this 
trading-range upswing 
probably will be followed 
in no great time by a trad- 
ing-range downswing, 
whether from the vicinity 
of the December rally top 
or from a level no great distance above it, when fig- 
ured in terms of percentage. 

Bear in mind that the average’s decline from 1956 
top to the February low was less than 13% and that 
its subsequent rise, although substantial in points, 
has been only some 8%. Moreover, its recovery of 
roughly 70% of the total prior decline, reflecting 
superior performance of a mere handful of leading 
stocks included in it, does not paint the actual market 
picture. Although no such inclusive index is available, 
it is a reasonable estimate that the average recovery 
of all Big-Board stocks has been less than half of the 
prior decline. 

The favored utility section again edged higher to 
a new bull-market peak last week, with the average 
at 73.67. Its August 1956 top was 71.17, the subse- 
quent low 64.93 last October, the February reaction 
low 69.39. We continue to think well of selected elec- 
tric and gas issues on a long-term investment basis. 
But in view of the substantial rise by the most favored 
stocks and the current renewed upward pressure on 
bond yields, a pause or minor correction here, or soon, 
would not be surprising. 

Rails reached their latest rally level in the week 
ended April 26, and were unable to extend it in nar- 
row backing and filling last week. The average’s 
maximum recovery to date retraced a little more than 
a fourth of the December-February phase of decline 
and less than a fifth of the total decline from the May, 
1956, top. Rails have been out of favor for a long 
time; the technical position is less vulnerable than 
chat of industrials at this point; and better traffic and 
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profit comparisons are ahead, especially in the third 
quarter, in which 1956 results were severely affected 
by the steel strike. Hence, more rally in rails could 
well develop within the December-February range of 
roughly 158-139. The present level is slightly under 
147. 


Straws In The Wind 


A well-regarded private survey puts the increase 
in 1957 plant-equipment outlays around 12%, against 
less than 7% indicated by the Commerce Department- 
SEC survey. Either way, this spending seems to be 
at its peak level, with no further quarter-to-quarter 
rise likely and some dip possible late in the year or in 
1958. Total governmental spending continues to point 
upward. Department stores’ sales so far in 1957 have 
run a mere 2% over a year ago, which is less than 
the price rise. Although good for some car models 
(mainly Plymouth and Ford), total automobile sales 
are making a rather drab showing. The steel oper- 
ating rate has eased a bit further, to 88.5% of capac- 
ity. Railroad car loadings so far this year have run 
about 5% lower than a year ago. 

The National Association of Purchasing Agents 
reports that there was no improvement in order 
bookings or production in April; that the price rise 
slowed; that the general tendency was to intensify 
efforts to reduce inventories; and that most members 
looked for a continuing squeeze on profits. 

Excluding oil and electric equipment because of 
distortions involved, first- (Please turn to page 264) 
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By 


HOWARD 


Over the past eighteen months, the American 
public has been treated to a series of economic 
paradoxes emanating from government agencies in 
Washington, and even from Congress and the exec- 
utive office ‘itself. 

Underlying the paradoxes is a basic and under- 
standable uncertainty as to whether the nation is 
facing inflationary or deflationary threats — an un- 
certainty which businessmen, who have faced it as 
their daily diet for years, will be quick to appreciate. 
But in 1957 something new and ominous has been 
added. For it is true now, as it was not true even 
ten years ago, that inflation and recession have 
become paramount and over-riding political issues. 
Government has emerged as an equal partner with 
consumers and business in the economic process, 
and threatens to become senior partner. Its proposed 
spending is now examined microscopically by econo- 
mists, not to establish whether the spending is 
justified, but to establish what the economic effects 
will be. And the promises of government, to cure 
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unemployment, to aid the farmer, to defend smal 
business, to help sick industries, to provide demand 


where it may be lacking and to provide supply where 


demand is strong—are now an overhanging psy 
chological aspect of all business activity. 
of government now dominates the economic horizon 
This is the source of the bewildering array 0! 
contradictory arguments and positions that hav 
been reported out of Washington, in increasing 
volume, ever since the trend of business turnec 
stable in early 1956. It accounts for what woul 
otherwise be hopelessly unaccountable—steadily ris 
ing government expenditures at the very time whe! 
government itself is issuing dire warnings agains‘! 
inflation, and even murmuring ominously about th¢ 
need for direct controls over wages and prices. The 
$100 billion-a-year rate of total governmental spend 
ing (including federal, state and local governments) 
is expected to buy not only the goods and service: 
required by government: it is also expected to bu) 
prosperity. And it is only a short walk from “expect’ 
THE 
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to “demand”; any government that now tolerates 
any considerable level of unemployment, it is said, 
is in effect voting itself out of office. 

This is a frightening proposition — sufficiently 
frightening to justify considerable analytical effort 
on the part of economists, sociologists, and, in fact, 
citizens in general. It appears to set government 
spending and unemployment as mutually exclusive 
categories; it suggests that anyone against govern- 
ment spending is in favor of unemployment, and 
anyone opposed to unemployment must be in favor 
cf government spending. In common with many 
essentially idealistic and laudable promises, the 
promise of full employment is left unrelated to the 
cost of maintaining it. How much government spend- 
ing, at what cost to the taxpayer, or the taxpayer’s 
children, is justified to overcome how much unem- 
ployment? How much interference with the free 
riarket, how much sacrifice of economic liberty, can 
safely be paid to provide additional jobs? How much 
should we sacrifice tomorrow’s growth for today’s 
stability ? 

Unfortunately, these questions are rarely asked, 
and never answered. The government stands com- 
mitted, today, to patch up economic ills and fill 
economic vacuums wherever and whenever they 
oecur, without regard to costs, and with little re- 
gard to the fundamental health of the system they 
are doctoring. The side-effects of each treatment, 
and the long-term effects of habituation, are ignored 
in the headlong political requirement of subduing 
each symptom as it appears. 

It is probably accurate to say that this process 
will not end as long as the admitted “good” of curing 
unemployment is never confronted by the “cost” of 
the good. It is not practicable to trace out all of 
the costs; they ramify through the entire economic 
and political structure of the nation. All that is 
intended here is to indicate five principal areas in 
which there appear to be important “costs” asso- 
ciated with the cure-all technique of national policy 
which has been pursued in Washington ever since 
the end of World War II. 


The First Cost: Growing Government 


There are sound economic reasons for expecting 
that the policy of attempting to cure each bit of 
unemployment as it appears necessarily involves a 
disproportionately rapid growth in government 
spending— a growth more rapid than the growth 
of private business, and hence a steady encroach- 
ment of government into areas that had once been 
free of government intervention. 

These reasons may be stated in many ways, but 
perhaps the most direct way is in terms of the 
concept of the “multiplier”, which originally was 
developed in the economics of John Maynard Keynes. 
According to Keynes, spending of an investment 
nature by government or by business yields some- 
thing more than the amount of the spending itself, 
because the incomes earned in producing the invest- 
ment good will eventually be spent again in the 
market for consumer goods. This “respending” of 
earned incomes swells the national output by more 
than the amount of the initial expenditure by busi- 
ness or government. 

This is the underlying theory behind government 
spending to cure unemployment. However, there is 
« correllary to the theory that rarely gets the atten- 
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tion it deserves; namely, that the effects of respend- 
ing may be substantial when business conditions 
are already bad, unemployment high, and uncer- 
tainty and loss of confidence already great. When 
business is already very good, incomes already high, 
and consumer spending vigorous, the stimulative 
effects of government spending are small. 

Thus, to reduce unemployment to 2 million from 
3 million can confidently be expected to take much 
more government spending than to reduce unemploy- 
ment from 9 million to 8 million. And to attempt 
to keep unemployment forever at 2 million—that is, 
to plunge into public works programs the moment 
unemployment climbs above this figure—is likely 
to involve almost continous massive injections of 
new federal money. 

This is a crucial point in the theory of national 
employment and federal policy toward business. 
Nobody in his right mind would argue that the 
government should stand by idly if unemployment 
rose to substantial proportions—particularly since 
in the presence of substantial unemployment small 
amounts of government spending could have very 
large salutary effects. But efforts to cure slight and 
probably temporary bouts of unemployment are 
likely to be much more costly per unit of effect, and 
are likely to be almost continuously necessary. A 
policy of full employment strictly adhered to is thus, 
in effect, a policy of ever rising national outlays. It 
is not too much to say that we are already embarked 
on a course of persistently increasing government 
expenditures, simply by virtue of the unwritten, 
but politically real, promise of both parties to eradi- 
cate unemployment the moment it appears. The 
course is sometimes called “‘creeping inflation”, some- 
times “secular inflation”. However named, its dis- 
tinguishing feature is the perpetual injection of 
additional government spending into the national 
economic system. 


The Second Cost: 
Accumulating Weaknesses in Private Business 


The second cost of continuous anti-unemployment 
policy is a growing weakness in all forms of private 
business, It comes as no news to most students of 
American business that recessions, while painful, 
seem to serve a salutary purpose. Recessions arise 
because of disproportionalities, abuses, misuses of 
assets, distortions of price relationships, unnatural 
divisions of the fruits of enterprise, and excesses of 
various sorts. In the shaking out of the business 
system during recession, these abnormalities are 
progressively reduced until the system as a whole 
has been restored to a healthy and vigorous balance, 
at which time growth begins again. In the process, 
business itself has been cautioned and educated, 
made prudent; and consumers have relearned the 
lesson of living within their income, and of saving 
for rainy days (two lessons in which they appear, 
at the moment, to need several quick cram courses). 

This kind of cycle of growth, adjustment and 
renewed growth is widely present in physical and 
human phenomena; suppressing it by obliterating 
the adjustment phase the moment it appears must 
tend to accumulate the need for adjustment. The 
imbalances, under such a situation, grow more un- 
balanced, business grows less prudent, consumers 
less inclined to live within their incomes. Maladjust- 
ments intensify and spread; misused assets remain 
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in their improper uses; prices develop a permanent 
upward bias. The whole effect is the appearance of 
prosperity, but it is likely to be no more than a 
paint job on top of accumulating rust and tarnish, 

The cost element here is that it will take more 
and more paint to cover the rust as time goes on. 
As private business grows feebler and feebler, to 
change the metaphor, larger and larger doses of 
stimulants will be required to support it. In increas- 
ing areas, it will in time die of its own lack of ad- 
justment, and be replaced by government enterprise. 
No organism—and business is an organism—can live 
sheltered, without losing its vigor. 


The Third Cost: Economic Waste 


One of the most impressive virtues of a free mar- 
ket is its inexorable attack on waste in any form. 
A misplaced unit of capital—be it a building, a ma- 
chine, a dollar or a man—is attacked instantly by the 
natural forces of a free economy, and driven out 
of its misuse. Business systems are operated by hu- 
mans, and humans are far from perfect. But grant- 
ing this human necessity, no system yet devised 
operates with the clean efficiency of the free market. 

But once the market is tethered to full-employ- 
ment policy, efficiency can be expected to decline 
in a hurry.The moving of a resource from a less to 
a more efficient situation is often accompanied by 
temporary unemployment. During recession, large 
numbers of misplaced assets are relocated—driven 
from an uneconomical loss-incurring use to a more 
efficient profit-generating use. Arresting this process 
is arresting the purifying process by which the free 
market periodically rebuilds its efficiency by the 
elimination of waste. 

For this problem there is an illustration so apt 
that it deserves a considerable digression. For the 
past half decade, the free market mechanism in 
agriculture has been signaling loudly and clearly 
that there are misused assets in the agricultural 
system. If the market had been left free, over-pro- 
duction would have resulted in sharply lower prices. 
The resulting declines in farm incomes would have 
driven the less suitable acreage out of cultivation, 
and it would have driven large numbers of farmers 
off the land and into industrial occupations. A cer- 
tain amount of unemployment would doubtless have 
existed during the adjustment, and, to take the worst 
of the situation, it is even possible that the adjust- 
ment would have been so severe as to induce unem- 
ployment in many other industries (for example 
in farm machinery, in chemical fertilizers, perhaps 
even in some consumer durables industries). 

At the end of the adjustment, however, the farm 
sector would have been immeasurably more efficient, 
in the sense that only the acreage and manpower 
required to provide needed quantities of agricultural 
products would have been employed. 

Instead of this temporarily disturbing but ulti- 
mately beneficial adjustment, fear of agricultural 
unemployment has led both Democratic and Repub- 
lican administrations to fight the adjustment at 
every step. Price levels supported artificially by 
government purchases of farm commodities have 
certainly obviated agricultural unemployment; but 
they have resulted in maintaining agricultural acre- 
age and agricultural workers in clearly unneces- 
sary numbers, The production of these workers, 
and of this acreage, has been substantially in ex- 
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cess of true free-market demand; the fruits of their 
labor still lie unconsumed in goverment-operated 
warehouses. 

This agricultural fiasco is only an isolated, if 
dramatic, instance of the waste cost of government 
intervention in the free market to avoid unemploy- 
ment. In its more general form, the cost appears 
everywhere — wherever the hyper-stimulated de- 
mands of recent years have kept inefficient busi- 
nesses in operation; wherever competition has been 
made so ineffectual, by perpetual prosperity, tha’ 
carelessness and planlessness have replaced the pru- 
dent, aggressive, cost-cutting caution that has char- 
acterized American businessmen in years past. 


The Fourth Cost: Loss of Incentive 


In its helter-skelter spending to maintain ful 
employment, government has lost sight of the im- 
pact of taxes on the incentive to produce, and pro 
duce efficiently. All the laws of economic logic sug 
gest that the system works best when profits are 
hard to make, but once made can be kept. Today 
profits are easy to make, but impossible to keep 
This is a virtual specific for inefficiency and loss o! 
incentive. In this framework, the energy of the bes 
available management talent has been diverted fron 
efficient production to imaginative (but sterile) ta» 
accounting. 

A system that was born to produce real wealt] 
efficiently is being misused to produce tax-free cap. 
ital gains. It requires no particular research to 
reach the conclusion that some companies whos« 
inefficiency has earned them large losses in past 
years are now worth more, because of the tax im 
plications of the losses, than similar companies 
which have’ operated efficiently and earned profits 
through the years. The daily advertisements of de 
sirable “‘tax-loss” companies in the press is an omi 
nous footnote to the times; tax avoidance is speedily 
replacing wealth creation as the end object of the 
system. 

In these circumstances, the free-market has obvi- 
ously suffered a serious impairment, of which the 
cause is excessive taxation of business incomes. Ex- 
cessive taxation of personal incomes is producing 
its own tragic impairment. As the reward for per- 
sonal accomplishment rises, the tax share of income 
rises disproportionately rapidly, to the point where 
the impelling drive for personal reward is diluted 
fully 90%. In the personal sector, too, capital gains, 
which create no real wealth, are much more to be 
desired than the income generated by real activity. 

Rising government spending thus is associated, 
through rising taxes, with the destruction of thos« 
personal incentives to activity which built the free 
market in the first place, and which are essential! 
to its efficient operation. 


The Fifth Cost: 
A Lower Rate of Productivity Gain 


Finally, government interference with the mar- 
ket inevitably results in a lower rate of gain in 
productivity than would result in a free market. In 
the long run, a society can only consume what it 
produces; a lower rate of productivity gain thus 
means that the standard of living in the future wil! 
be lower than what it would be if the free marke‘ 
were allowed to operate. (Please turn to page 259) 
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Analyzing First Quarter 


Earnings Reports 


—For Fresh Clues to 1957 Prospects 


By JOHN CARTRIGHT 


First quarter earnings reports appearing in 
heavy volume now are painting a contradictory pic- 
ture. Generally, reported profits are not as poor as 
had been expected, but the list is studded with de- 
cidedly more earnings declines than there were a 
year ago. Apparently industry has on the whole been 
having little difficulty in expanding sales, but the 
impact of rising costs is reducing profit margins at 
an accelerated rate, and in many instances profits 
increases have not been sufficient to offset larger 
capitalizations. 

There have been some exceptional gains scored 
by major companies and a number of remarkable 
recoveries by companies which had particularly bad 
earnings last year, but in many instances the im- 
provements are readily explained by exceptional 
circumstances which often prevent this year’s re- 
sults from being directly comparable to the earnings 
of last year. 

Chrysler’s fine showing, after a particularly de- 
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pressed first quarter in 1956 is a case in point. The 
gains made have benefited its supplier, Electric 
Auto-Lite Co., whose first quarter earnings have 
moved from $0.74 in 1956 to $2.31 this year. 

An illustration is provided by Aluminium, Ltd., 
which reported substantially higher earnings and 
sales for the first quarter of the year, as compared 
with a particularly poor showing last year, when 
the company’s operations were handicapped by a 
shortage of hydro-electric power at its Quebec prop- 
erties. Other companies with earnings that were 
temporarily restricted in early 1956—are also show- 
ing a more normal earnings picture this quarter. 

On the other hand, some companies that had good 
first quarters last year have been able to show fur- 
ther improvement this year. For example, General 
Dynamics reported a large sales increase which 
lifted earnings to $1.13 per share from $0.56 per 
share a year ago. Caterpillar Tractor, which also 
enjoyed an excellent first quarter last year, advanced 
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we — — 
Quarterly Comparison of Sales and Earnings 
1957 — - $$ $$ $$ _$_$__— 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 
Net Net Net Net Net Net Net Net Net Net 
Sales Per Sales Per Sales Per Sales Per Sales Per 
(Millions) Share (Millions) Share (Millions) Share (Millions) Share (Millions) Share 
Air Reduction $ 46.2 $1.16 $ 46.1 $ .98 $ 40.9 $1.00 $ 43.0 $1.12 $ 39.8 $1.09 
Alied Chemical 165.8 1.01 170.3 1.21 156.8 96 175.6 1.29 166.0 1.28 
Allis-Chalmers 137.9 61 115.1 55 137.9 46 153.6 74 140.5 71 
Aluminum Co. of America 208.6 87 212.2 1,06 209.0 87 223.9 1.16 219.3 1.16 
American Cyanamid 132.1 1.24 125.7 1.03 122.0 1.03 125.1 97 127.7 1.21 
Babcock & Wilcox 86.4 71 79.5 78 63.2 45 74.7 70 64.0 .67 
Bethlehem Steel 676.1 1.24 667.1 1.49 389.6 .07 670.3 1.26 599.5 1.04 
Caterpillar Tractor 186.6 1.60 187.5 1.62 156.6 1.42 178.8 1.68 162.8 1.36 
Chrysler Corp. 1,150.7 5.34 817.8 1.57 429.6 41.42 686.4 9 742.3 1.25 | 
Continental Can 221.5 .62 420.1 45 234.3 1.44 200.1 1.20 155.7 .63 
Corn Products 76.5 54 96.8 1.03 78.8 55 74.6 31 73.1 48 
Dixie Cup 13.4 1.01 10.6 88 14.6 1.38 16.7 1.76 11.8 92 
Douglas Aircraft 271.3 2.37 362.2 3.40 258.2 2.10 252.0 2.08 201.0 1.38 
Du Pont 502.0 2.12 502.6 2.19 470.9 1.99 475.3 1.98 460.0 2.03 
Ex-Cell-O Corp. 43.9 1.36 44.2 1.03 40.6 1.18 35.2 92 30.1 .88 
Ford Motor 1,569.5 1.85 1,413.6 1.69 868.8 .25 1,161.4 1.07 1,203.1 1.37 
General Dynamics 334.6 1.13 356.8 1.39 276.5 1.30 240.9 -90 173.4 56 
General Electric 1,048.8 73 1,127.3 61 1,003.8 55 1,012.5 67 946.5 .63 
General Motors 3,076.9 93 2,652.4 73 2,275.4 48 2,804.0 79 3,064.5 1.01 
General Tire & Rubber 95.4 1.95 112.2 3.25 100.3 1.25 94.2 1.01 83.5 1.40 
Goodrich (B. F.) 183.6 1.14 185.5 1.46 174.2 1.03 184.0 1.28 180.2 1.14 
Hercules Powder 60.8 48 66.8 45 53.0 48 67.1 63 57.3 55 
Johns-Manville 65.6 Al 81.5 .57 81.4 1.08 82.6 1.23 64.6 64 
Joy Manufacturing 33.5 1.70 31.7 1.69 31.3 1.60 34.5 1.77 30.3 1.46 
Lehigh Portland Cement 11.8 .33 18.7 66 22.4 84 22.8 92 19 40 
Lone Star Cement 21.0 45 27.4 61 25.6 .60 26.5 64 19.5 .37 
Merck & Co. 45.0 55 42.8 45 42.5 49 43.4 45 43.6 54 
National Biscuit 102.0 68 107.6 1.00 101.3 .63 100.9 56 100.4 66 
National Cash Register 87.1 54 104.0 73 81.3 74 82.2 .63 73.2 .50 
National Dairy Products 350.0 56 347.7 78 339.3 at 338.1 83 327.5 73 
National Lead 147.9 1.22 148.6 1.74 138.4 1.05 145.9 1.29 143.3 1.16 
National Supply 71.1 1.44 73.2 1.38 62.1 99 77.6 1.52 69.8 1.23 
Owens-Illinois Glass 115.1 .93 200.5 1.39 105.1 1.06 97.2 1.11 114.5 1.02 
Parke, Davis & Co. 37.7 1.14 35.4 1.10 32.1 73 34.0 .90 32.5 86 
Pfizer (Chas.) & Co. 50.7 1.01 50.0 89 41.1 70 43.3 89 43.8 .88 
Phillips Petroleum 296.1 83 276.7 69 252.1 58 249.0 .68 258.8 .83 
Rayonier, Inc. 30.0 .36 31.8 55 33.4 58 37.1 82 35.4 .70 
Reynolds Metals 105.1 94 101.1 93 91.5 59 109.9 1.29 105.5 1.12 
Reynolds (R. J.) Tobacco 236.6 1.47 252.9 1.52 248.6 1.58 242.6 1.53 213.2 1.28 
Rohm & Haas 43.9 3.88 42.6 4.44 39.0 3.20 41.9 3.47 40.4 4.11 
St. Regis Paper 85.3 65 82.7 J5 80.2 .67 86.1 86 86.9 95 
Texas Company na 1.58 583.6 1.73 498.1 1.26 964.5! 1.25 na 1.27 
Texas Gulf Sulphur 17.8 56 19.2 64 20.7 70 22.9 75 21.7 73 
Thompson Products 96.8 1.44 91.8 1.94 71.8 95 74.0 97 68.8 75 
Union Carbide Corp.* 351.3 1.18 387.4 1.36 319.2 1.10 307.9 1.16 320.4 1.25 
U. S. Gypsum 56.2 1.01 57.4 1.09 70.2 1.36 71.2 1.36 66.0 1.20 
U. S. Steel 1,166.5 2.03 1,164.5 1.83 764.9 52 1,168.7 1.83 1,100.5 1.83 
Westinghouse Air Brake 59.4 76 49.6 .65 52.0 74 64.8 86 48.1 .61 
Westinghouse Electric 475.6 .82 509.5 .27 409.7 59 380.7 38 225.3 44.14 | 
Wrigley (Wm.) Jr. & Co. 22.0 1.45 20.9 1.19 24.3 1.55 24.0 1.49 20.7 1.43 
*—Name change 5-1-57; formerly Union Carbide & Carbon. na—Not available. 
4_Deficit. 1_1st 6 months sales, 1956. 
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its earnings from $1.36 to $1.60 in the first quarter 
of 1957. And Merck, a leading drug company, con- 
tinued its progress, raising earnings from $0.54 in 
the first quarter of last year to $0.55 this year. 

For most companies reporting, however, sales have 
improved at least in dollars if not in physical units 
of production, but earnings have not kept pace, for 
costs have risen and manifest an inflexibility which 
may have serious implications if sales levels should 
drop during the year. 

The trend is extending the pattern of “sales up- 
net profits down,” as evidenced and emphasized in 
our analysis of 1956 annual reports. The new S.E.C. 
report, just issued April 30th, confirms our findings 
by reporting an overall drop in profit margins from 
5.4% in 1955 to 5.3% in 1956. While the drop is 
moderate, the trend will bear watching in coming 
months, but, from the evidence in first quarter re- 
ports, its continuance is more probable than not. 


Machinery, Oil and Drugs Score Best Gains 


With a few notable exceptions, the best gains this 
ear have been made by companies in the oil, ma- 
chinery, equipment and the drug industries. But 
even in these industries special attention is being 
called to the continued pressure of high costs, and 
the fact that better earnings in some cases resulted 
‘rom special circumstances. As a case in point, re- 
cently Chairman Augustus C. Long of the Texas 
Co., took pains to explain to stockholders why first 
quarter earnings rose 23.5% over the first quarter 
of last year: “The improvement in earnings .. . is 
due principally to increased production in the United 
States during the Suez Crisis, and to better results 
from domestic, Canadian and Latin American oper- 
ations.” He also noted that the inventories consumed 
in feeding emergency oil to Western Europe would 
have to be replaced by higher cost oil. Standard Oil 
of New Jersey made the same observation in report- 
ing better first quarter earnings. 

Investors in oil stocks should take these factors 
into consideration in appraising earnings for the 
year ahead. 

The machinery and equipment companies are, of 
course, stepping up deliveries on the tremendous 
backlog of orders built up in 1956, but the improved 
earnings may not be long sustained, since new or- 
ders have slumped and are below current shipments. 

Earnings declines generally have shown up in (1) 
non-ferrous metal company reports, especially for 
those who rely heavily on copper output as a prin- 
cipal source of revenue; (2) in the paper industry, 
which is now in a period of adjustment; and (3) in 
the chemical industry, which has temporarily over- 
expanded production in a number of its products. 

Copper producing companies that were selling 
copper at an average price of over 40¢ early in 1956 
cannot produce the same earnings with copper sell- 
ing at 32¢. The decline in other non-ferrous metals 
has had a similar effect on their producers. Alcoa, 
largest producer of aluminum, reported lower sales 
and a 28% earnings dip from the first quarter of 
1956. Altogether the indications are for lower profits. 

That paper companies are showing the effects of 
temporary over-expansion and price weakness is 
shown in the St. Regis Paper Co. report. Sales 
dropped considerably in the first quarter, and per 
share net dwindled to 65¢ from 95¢ a year ago. As a 
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result the company decided to reduce its quarterly 
dividend from 50¢ per share to 35¢. They hoped in 
this manner, evidently, to conserve capital for the 
plant expansion and development program on which 
they have already embarked. 

The chemical industry displayed a more varied 
pattern of sales and earnings. The experience of 
Allied Chemical & Dye was fairly representative of 
the majority of companies. In addition to a decline 
in Allied’s sales to building, textiles, agricultural, and 
other important industries in the first three months 
of 1957, costs for raw materials, fuels and trans- 
portation were higher, Nor did they receive the ex- 
pected benefits from price increases, because of ad- 
vance buying by customers before the new prices 
became effective. 

There were notable exceptions to generally dwin- 
dling chemical company profits, however. Du Pont 
was able to report $2.12 per share against $2.03 in 
the 1956 initial quarter, and Air Reduction, with its 
products in particularly strong demand, improved 
its showing. 


Various Factors Influencing Reported Earnings 


The high cost of capital expansion added to the 
rising cost of labor under current wage agreements, 
is brought into sharper focus as it becomes more 
difficult to raise prices and expand sales as rapidly 
as before. 

In 1956, American industry raised about $11 bil- 
lion in capital markets mostly for expansion, The 
bulk of this new capital came from sale of bonds 
carrying the highest interest rates in many years. 
Furthermore, with corporate liquidity at a low-ebb, 
heavy borrowing throughout 1957 seems inevitable. 
The higher interest being paid for this financing is 
a pre-tax item, but still reduces earnings. In addi- 
tion, for many companies, the number of shares of 
common stock outstanding was increased through 
equity financing, as well as through the disbursement 
of stock dividends. This dilution of per share earn- 
ings becomes more apparent when profits fail to 
grow or start to taper off. 

As an example, there is Eastman Kodak, which 
achieved all-time first quarter sales and earnings, 
and yet was not able to offset the 5° increase in 
common stock outstanding. Of course the easing in 
earnings per share was very slight, from $0.92 in 
the initial quarter of 1956, to $0.91 for the first quar- 
ter of this year, but sales had increased 5.4% and 
dollar earnings had risen 4%. 

For companies in industries where the profits 
squeeze is more pronounced, the dilution of per share 
earnings is more accentuated. Allis-Chalmers, a 
leading farm equipment producer suffered a minor 
2.1% drop in sales in the first quarter of this year, 
and an 1114% decline in net income from $5,768,000 
a year ago to $5,100,000 this year. However, the 
2.9% increase in outstanding shares diluted earnings 
so that the decline was 14% when carried down 
to a per share earnings basis, making initial quarter 
results 61¢ vs. 71¢ year earlier. 

The expenses involved in bringing new plants 
into production have also been a drag on the earn- 
ings of a number of companies. Kaiser Aluminum’s 
earnings decline to 51¢ from 74¢ in this year’s first 
quarter was largely the result of pre-operating ex- 
venses incurred in its current construction program. 
Thus Kaiser’s earnings (Please turn to page 260) 


209 

















~ 
= 


PRY 
pseeeen 
~~ > ou 


\ 


 S= 
—=——=*=.. 
N 


PEEEREELA) 






































Ui ‘= 


4 


Realistic Source for 
Budget Slashing — 
Tax Cuts or Debt Reduction 


The BILLIONS in UNEXPENDED and 
UNCOMMITTED APPROPRIATIONS 


I; Congress will follow a suggestion made 
to it by highly informed sponsorship it may be pos- 
sible this year to: 

1. Cut the Federal budget beyond the hopes of the 
most optimistic Capitol Hill economizer. 

2. Continue foreign military and economic aid 
without appropriating an additional dollar for fiscal 
year 1958. 

. he Make a considerable payment on the national 
ebt. 


210 


By JAMES J. BUTLER 


Yes, and even reduce taxes! 

Trimming national defense planning wouldn’t be 
involved, nor would money be taken from welfare | 
disbursements or essential public works. 

The recommendation had its genesis when the 
commission headed by former President Herbert 
Hoover took a quizzical look at the somewhat ob 
scure accounting methods used in handling foreigz 
aid funds. As the ex-President, in association wit} 
Henning W. Prentis, Jr., president of Armstrong 
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Cork Co., and Charles Sawyer, former Secretary of 
Commerce, went deeper into the subject, they were 
appalled! 

“It is estimated,” they said in a special report to 
Congress, “that the foreign aid program (as of June 
30, 1955) will have a balance of unexpended appro- 
priations amounting to $7.9 billion. There will also 
remain some of the $973 miilion available in counter- 
part funds as of December 31, 1954. With the pro- 
posed appropriation of $3.5 billion, this would make 
approximately $12.3 billion available for fiscal year 
1956.” 


$10 Billion Appropriated But Unspent Since 1945 


Then came the recommendation: 

“We suggest that the appropriate Congressional 
committees ascertain how much of the unexpended 
funds are committed by definite contractual obliga- 
tion as of June 30, 1955, and whether these unex- 
pended appropriations do not permit a substantial 
reduction of cash appropriation for the fiscal year 
1956.” 

Speaking to the Detroit Economic Club April 22 
of this year, Bernard S. Van Rensselaer, staff direc- 
tor of the Commission, now associated with the Citi- 
zens Committee for the Hoover Reports, brought 
the issue into today’s focus. He said: 

“Between July 1, 1945 and Sept. 31, 1956 (the 
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date of the most recent financial report of the Inter- 
national Cooperation Administration) the United 
States paid out $56.8 billion for military and eco- 
nomic assistance to other Nations. 

“Besides this staggering sum, $10 billion more 
had been appropriated by Congress but was still 
unspent.” 

In the fiscal year ended June 30, 1956, ICA spent 
for nonmilitary aid $1,630,208,000 and “obligated” 
$1,425,000,000 for future years. The total does not 
match that year’s appropriation for foreign aid: 
expenditures include money appropriated one or 
more years earlier, and carried along as “obliga- 
tions”; part of the money Congress voted for 1956 
fiscal year, is being spent now. Presumably, ICA 
will have for distribution next fiscal year (in addi- 
tion to the amount voted by Congress) substantial 
sums which are now in the process of “obligation.” 

If that sounds complicated—as it must—it means 
this: ICA does not confine its spending in any fiscal 
year to the money it is voted for that year; it op- 
erates, in part, on money it carries into the new 
year, and, then, carries some of the currently avail- 
able money into the following 12-months activities. 

ICA says this is necessary because there is “a 
long pipeline” on some items and operations. 

The Office of Statistics and Reports shows totals 
for nonmilitary aid since the beginning of the pro- 
gram April 3, 1948, to the end of 1956 fiscal year, 
last June 30, as follows: 

Expenditures, $20,163,190,000. 

Obligations, $21,491,634,000. 

In several years expenditures are shown in 
amounts which absorb much of the obligated funds 
of earlier years. Accepting ICA’s interpretation of 
“obligated” there still remains substantially in ex- 
cess of $1 billion over actual spendings. 


Over-Financed Programs Need Audit 


Emphasizing that all aid programs have been 
over-financed from the start, Mr. Van Rensselaer 
declared: “Even if no new aid were furnished it 
would take several years to clean out the pipelines 
and discharge other existing commitments. 

“So little is really known about the manner in 
which military assistance funds are obligated and 
spent that a complete and detailed audit of this 
extremely complicated operation should be made 
before Congress commits itself to any expanded 
continuation of military aid. 

“What Congress should know is how much money 
really is necessary to do the things that military 
and political policy requires to be done. How much 
of the money appropriated each year actually is ob- 
ligated? How much of it represents fictitious obli- 
gations that are carried over from year to year, 
thereby increasing the backlog of financial availa- 
bilities over and above annual appropriations?” 

Under an amendment to the Mutual Security 
Authorization Act of 1954, it is possible for the De- 
partment of Defense to earmark funds for procure- 
ment purposes without actually entering into con- 
tracts for production or delivery —and report such 
earmarking as “obligations.” 

Mr. Van Rensselaer continues: 

“When the Department of Defense presented its 
Mutual Security program for 1956 to the Congres- 
sional Foreign Relations and Appropriations Com- 








mittee last June, it represented to the committees 
that practically all of the funds appropriated for 
fiscal year 1956 had been duly obligated and this was 
technically correct under the provisions of the Act. 
Nevertheless, it is doubtful if many of the Senators 
and Representatives in the Congress fully under- 
stood the magnitude of the backlog of appropriated 
military funds which had not yet been converted 
into actual contracts of procurement. 


“Any inquiry into the miiltary phase of the Mu- 
tual Security program should certainly examine the 
obligational processes with the greatest care and 
take full advantage of past audits made by the 
General Accounting Office. 


“Such an inquiry might reveal that far from 
needing an increase in annual appropriations for 
military aid, the hard fact is that Defense is unable 
to obligate in a real sense the funds it gets within 
each fiscal year period.” 

Back four months ago, the Comptroller General 
of the United States wrote to John B. Hollister, 
Director of ICA, complaining, among other things, 
that ICA had asked for new appropriations to meet 
the expenses of specified projects, although funds 
previously allocated to these same projects had not 
been fully used or even obligated. Three months 
later, the Comptroller General still was waiting for 
justification. He had received only pro forma ac- 
knowledgement of his letter. 


Study Needed of Allocated Funds Not Spent 


Although Messrs. Prentis and Sawyer campaigned 
long and diligently, they have been unsuccessful in 
bringing about Congressional action to study unex- 
pended-but-allocated balances to determine if money 
is being left on the hook, accumulating, inactivated. 
They drummed this message into legislative ears: 


“One aspect of the foreign aid programs which 
may justly be criticized, is the recurring request 


for funds at a time when billions of dollars already 
appropriated have not been spent. 

“In our opinion, no consideration of the need to 
fight communism or of the necessity of completing 


programs on which we have embarked should pre- | 


vent a searching scrutiny of moneys which will con- 
tinue to be spent from appropriations already made. 
We have been engaged now for 10 years in a vast 
program of foreign aid, starting with UNRRA. It 
would seem to be the part of wisdom to try to draw 
some lessons from this extended and costly ex- 
perience.” 

The answer of ICA is a truism which seems to 
stop short of being an answer: “You cannot suppor? 
public activities with bookkeeping entries. The “un- 
expended balances” are nothing more than that.” As 
the justification runs, Congress gives ICA the righ 
to draw on the Treasury up to a stated figure. The 
Treasury honors the drafts if, as, and when, the 


money comes in—as it, of course, invariably does. | 


Tax receipts and the revenue from bond sales suppl) 
the wherewithal. 

In the current fiscal year, about two months had 
expired before ICA knew what its authorization 
would be. Then it began placing contracts, some in 
dollars and some in firm committments. The move 
ment of money is slow in the early months of the 
year: time is lost in appraising needs abroad, quali 
fying applicants, clearing contracts. The mass move- 
ment, ICA explains, is in the latter months of th« 
year; then, it says, it has money which is firml) 


committed, or which is prudently held for legitimate | 


demands. 

“Firmly committed,” and “obligated” are the ex- 
pressions which interested the Hoover Commission. 
If it doesn’t add to “definite contractual obligation” 
it must mean re-capturable money. And if Mr. Van 
Rensselaer’s estimate is accurate, it means $10 bil- 
lion of money that has been appropriated, hasn’i 
been spent—is not being used at a time when the 

budget, the debt, and taxes are at 
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FY 1957 APPROPRIATIONS BY TYPE OF ASSISTANCE, 


FY 1957 APPROPRIATIONS FOR NONMILITARY ASSISTANCE, AND FY 1956 OBLIGATIONS 









all-time high! 


Hasty Projects Pin Down 
Unspent Funds 


Under Federal fiscal practice 
all appropriations which have not 





ne been spent or contractually obli- | 





year (midnight, June 30) go back 
to the Treasury of the United 
States. A Federal agency turning 
back a balance would be an ano- 
maly. As the fiscal year nears its 
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cash disbursements it is chained 
down as “contractual obligation.” 

Congress took note of this ten 
dency in ICA operations 


statutes to provide that ICA must 
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tion for the country of Burma 
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ICA Obligations and Expenditures By Country 
By Fiscal Year, April 3, 1948-September 30, 1956 
(Thousands of Dollars) 
| = 
| - - FISCAL VEAR 
1949 
Region and Country Total (15 mos.) 1950 1951 1952 1933 1954 1955 1956 
GRAND TOTAL ALL PROGRAMS 
Obligations $21,491,634 $6,163,121 $3,614,043 $2,607,627 $1,887,207 $1,876,397 $2,152,084 $1,688,024 $1,425,855 
Expenditures 20,163,190 4,434,234 3,442,922 2,818,442 2,197,389 1,806,883 1,439,766 2,025,419 1,630,208 
NON-REGIONAL & OTHER PROGRAMS 
Obligations 382,639 26,576 41,019 29,141 33,917 28,155 79,2.9 68,279 65,381 
Expenditures 365,716 25,954 25,620 27,705 34,682 32,421 47,631 81,392 75,820 
REGIONAL AND COUNTRY PROGRAMS 
Obligations 21,108,995 6,136,545 3,573,024 2,578,486 1,853,290 1,848,242 2,072,865 1,619,746 1,360,474 
Expenditures 19,741,654 4,408,280 3,417,302 2,790,736 2,162,707 1,774,462 1,391,972 1,934,751 1,522,402 
UNDISTRIBUTED EXPENDITURES 
Expenditures 55,820 163 9,275 31,986 
FAR EAST TOTAL 
Obligations 3,441,332 224,909 —50,421 157,616 142,745 218,857 1,051,259 912,431 739,093 
Expenditures 2,700,811 165,161 3,820 29,569 147,047 151,048 278,385 961,468 794,026 
BURMA 
Obligations 19,551 10,400 —154 12,795 ~1,788 —1,126 575 
Expenditures 19,529 252 9,994 2,780 5,309 987 207 
CAMBODIA 
Obligations 84,065 38,158 44,846 
Expenditures 50,799 14,246 26,219 
LAOS 
Obligations 91,918 40,931 48,307 
Expenditures 69,187 28,366 36,646 
VIETNAM 
Obligations 560,430 323,594 202,036 
Expenditures 374,810 129,086 192,805 
INDOCHINA, UNDISTRIBUTED 
Obligations 842,046 716 23,757 24,564 54,095 703,022 59,906 ~21,864 
Expenditures 817,783 3,315 21,969 22,140 129,560 454,415 178,884 
CHINA (TAIWAN) 
Obligations 766,300 224,909 51,137 92,924 80,966 105,500 111,624 131,645 69,915 
Expenditures 672,631 165,161 3,820 24,945 90,305 89,576 78,412 104,:28 96,459 
INDONESIAN REPUBLIC 
Obligations 41,044 7,973 —1,874 13,199 4,357 6,962 10,147 
Expenditures 28,270 200 5,899 2,755 5,337 5,397 7,400 
JAPAN 
Obligations 11,570 10,000 477 950 
Expenditures 10,871 4,449 5,397 809 
KOREA 
Obligations 770,420 208,637 237,289 323,547 
Expenditures 488,438 33,514 187,586 211,003 
PHILIPPINES 
Obligations 137,362 15,000 32,089 17,915 14,723 28,268 28,119 
Expenditures 104,187 1 12,092 24,119 19,966 15,909 24,357 
| THAILAND 
| Obligations 114,713 8,876 7,179 6,462 8,767 46,106 33,508 
} Expenditures 59,706 679 6,335 6,321 4,542 6,864 24,841 
INVENTORY & REGIONAL ACCOUNTS 
Obligations 1,915 686 —25 499 309 221 157 
Expenditures 1,679 177 453 232 421 251 76 
| NOTE: This table has been revised to include all Program Support Costs in Non-Regional where formerly some of these costs were included in 
Regional Area totals. Additional adjustments have been made in overall Administrative and Control Act expenses reflecting corrections 
| made in the portion allocated to other agencies. 




















only $8 million had been obligated by June 1. Only 
30 days remained before the fiscal year would end. 
A rush meeting was called to discuss new ways to 
‘commit the remaining $6 million without delay. 

“T attended this meeting,” says Mr. Van Rensse- 
laer taking up the narrative. “After several possible 
projects were discussed and summarily dismissed. 
me of the planners present suggested importing 
blacksmith equipment into Burma. Someone quickly 
pointed out that you couldn’t put much of a dent in 
56 million with these items. But the planner had 
ig things in mind; he wanted enough blacksmith 
quipment to put a complete unit in every town and 
village in the country, This, he said, would use up 
MAY 
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a million dollars or more. Eventually enough proj- 
ects were improvised to commit all of the $6 million 
before the fiscal deadline and it was spared the fate 
of lying around gathering dust in the Federal 
Treasury.” 

Blacksmithing shops in the elephant country has 
many companion ventures: We helped construct 
sugar plants in Iran, where there is little sugar; 
we helped erect cotton mills in Korea where there 
is no native cotton; we helped put up flour mills in 
Korea and Formosa where there is little or no 
wheat; we constructed industrial plants but failed 
to install the essential power; in Tran we helped 
finance a textile factory (Please turn to page 258) 
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Inside 
Washington 








HEARINGS on food costs have been set for May 7-8 
by a special House Committee. Rep. Victor Anfuso, 
chairman, hastened to explain that this is only the 
exploratory phase, designed to find what the ques- 
tions are, not the answers. The latter will take months 
of study. Lead-off witnesses will include Government 





WASHINGTON SEES: 


The four-day work week which was put forth as 
organized labor’s No. 1 target for this year ap- 
pears to have been relegated. It didn’t register with 
rank-and-file unioneers: it held no promise of 
increased pay, made the current paycheck a bat- 
tleground, and, it might have led to some cuts. 

Reduction in the number of work days per week 
is a fringe benefit which probably would go the 
way of many others: made an alternative at the 
collective bargaining table, more money in the 
envelope usually wins. Ever since Walter Reuther 
proposed the four-day week for automobile work- 
ers, the cost-of-living index has been rising. The 
millions who don’t have a contract clause auto- 
matically boosting wages with each rise of the BLS 
index saw in the Reuther plan nothing but disad- 
vantage. 

Adjustment of the work week has been a matter 
of evolution. The slower, steadier processes which 
began with shortening the work day led to the 
half-day Saturday, and then to the five-day week 
without serious dislocations. Result was a climate 
in which management was willing to go along on 
existing scales, hope for a productivity rise which, 
in most cases, came. Whether employers would go 
along on hope now is doubtful. 

Suspicion is that Reuther et als still fear automa- 
tion. If it has the impact on employment some say 
it will, they don’t want the four-day week regarded 
a revolutionary thought that “must be studied first.” 
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By “VERITAS” 


officials and spokesmen for food chains, farm organ- 
izations and labor groups. Consumer organizations | 
will be asked to contribute information. The field of | 
survey is a broad one: agricultural surpluses, here 
and abroad; stockpiling; the retail trading stamp 
industry and its effects on consumer prices—a promis- 
ing battleground. 


PUERTO RICAN arrivals in the United States in the 
last 10 years have neared the 500,000 mark, adding up 
to the largest nationality influx since the United 
States erected barriers to immigration more than 
40 decades ago. Nationality and immigration are 
words of convenience: Puerto Ricans have been U.S. 
Citizens since 1917. Last year, 52,315 persons came 
from their island home, most of them in response to 
advertisements for “he!p wanted.” Most Puerto Ri- 
cans settled in or near New York City where munici- 
pal records show 90 per cent employment status, but 
the movement southward and westward has begun. 


UNCERTAINTY surrounds the course of the Senate 
investigation into the tight money policy pursued by 
the Administration and opposed by a large segment 
of Congress. If Rep. Wright Patman had been author- 
ized to proceed with the inquirv projected on the part 
of the House of Representatives, the Federal Reserve 
Bank Board would have become whipping boy. But 
Senator Harry F. Byrd will head the authorized Sen- 
ate study. He may object to some FRBB policies but 
he’s strong for the institution. The Virginian re- 
portedly would have launched a probe even if Patman | 
had one underway at the same time—a counter irri- | 
tant, possibly. Byrd has Congressional! resvect and a | 
friendly committee. He’ll operate on a high plane. 


STATE'S RIGHTS in the area of labor relations is given | 
a boost in a bill drawn by Senator Watkins of Utah | 
and indorsed by five co-sponsors which would permit 
the National Labor Relations Board to decline juris- 
diction in disputes which it considers to not substan- 
tially affect interstate commerce; and allow State; 
to assert jurisdiction in such situations. 
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>» Regardless of what may be done by way of 





inguiry or legislation, the business of financing real 
estate must roll on. And according to Norman P. Mason, 














Commissioner of the Federal Housing Administration, it 
is showing signs of improvement. A better supply of 














mortgage money for homes in the early summer months is 





foreseen. 





It would seem that the steady conservative 
business of constructing residences is far removed from 
the spectacular doings on Capitol Hill and in the hiring 
halls of labor, but it is a fact that the relationship 
is close: pension trusts and union welfare funds are 
beginning to show an interest in mortgage investments 
and are sending money into the market. 


» FHA hasn't been idle in other directions. A 
plan is under consideration which would permit indivi- 








duals to invest in bonds secured by FHA-insured 





mortgages. Idea is formation of privately-owned mutual 


nvestment trusts which would buy FHA- 
insured paper and sell participation 
sertificates in units of $1000 and up. 
Yommissioner Mason has been sampling the 
Pield of prospective participants and 

le reports several financial groups have 
indicated "interest." The plan still is in 
the discussion stage. But the paper work 
suggests that elements of safety and 
relatively high yield are present; factors 
exist that would make the idea appealing 
to the small institutional investor and 
to individuals. The FHA regulations could 
be revised, without new legislation, if 
the idea catches on. 





» The Bureau of Census has as- 
sisted the Civil Aeronautics Administra- 
tion in a compilation of backlog orders in 
the hands of manufacturers of complete 
aircraft, aircraft engines, and aircraft 
propellers, as of Dec. 31, 1956. The 
figure is astronomical: $18,385 million! 
This is an increase of 17 per cent over the 
backlog of orders at the end of the 
preceding year. For complete aircraft and 
parts, the figure was up 10 per cent. At 
the end of 1956, orders for United States 
military customers represented 67 per cent 
of the backlog in all categories. And 
another interesting statistic came to the 
top: The total backlog of $18,385 million 
was approximately twice the value of sales 
for the whole year. 























» Critics of Secretary Dulles 
foreign policy speech in New York City 
complained it covered too-familiar ground. 
The objection was somewhat valid, but such 








MAY 11, 1957 


disappointment as existed traces to the 
fact that the utterance was too much 
ballyhooed by the White House staff. 
Secretary Dulles was in long and appar- 
ently deadly serious conference with the 
President at his southern retreat. Press 
Secretary Hagerty engaged in drum beating 
and invited speculation on the "major 
policy" content of the address. Looking 
for big things, listeners may have missed 
some fairly significant "trends." 

















» Ihe Secretary of State was 
strumming a too-familiar tune when he 
harped on the dangers of communism and the 
necessity of collective security through 
military and economic foreign aid. What 
seems not to have registered is the basic 
theme of gradual approach to limitation of 
arms. In the wake of “massive retaliation" 
talk there appeared to be a feeling of 
all-or-no curtailment. Now Dulles, 
speaking the sentiments of the President 
with Ike's approval, agrees that arms 
control measures do not need to cover 
everything at one time. Following this 
change of plateau it can be reasoned that 
disarmament can be discussed from this 
point on, without insurance of a foolproof 
international inspection system. The 
basis for conversations at the London 
disarmament conference has been enlarged 
and improved. 



































the Secretary's references to freedom for 
the satellites. He talked of an "evolu- 
tionary" change. That seems to reject the 
notion that this country, through the 
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United Nations or alone, is going to wade 
into every foreign political dispute and 
settle it by force of arms, within our own 
lights. We will not, he assured, make 
political settlements at the expense of any 
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not program an encirclement of Russia with 
pointed guns. The cynical may say that 
assurance is superfluous in view of our 
treatment of Israel and our acceptance of 
broader trade with China. But in any event 
it moved from a passive position toa 
declaration on the record. 

















s After publicly toying around with 


federal-aid to schools legislation. He said: 
"I would flatly oppose any grant by the 
Federal Government to all states in the 
Union for educational purposes. Such a policy 
would completely decry and defeat the watch- 
ful economy that comes through local 
Supervision over local expenditures of 
local revenues. Very frankly, I firmly 
believe that the army of persons who urge 
greater dependence upon the Federal Treasury 
are really more dangerous to our form of 
government than any external threat that can 
be arrayed aaginst us." The quoted educator, 
it probably has been guessed, was Dwight 
David Eisenhower, writing to the House 









































the idea and hoisting trial balloons through 
lesser lights of the Administration, in- 
cluding Secretary Ezra T. Benson, President 
Eisenhower has finally come out solidly 
behind the move to discard 75 per cent-of- 
parity minimum floor under farm prices. 
Until now, Ike has been content to attack the 
logic of supports, blame them for part of 
the surplus. Secretary Benson has gagged at 
enforcement of the farm policy as written 
and time appears to have worked in his favor. 
The average has worked down to 80 per cent 

of parity -- a far crv from the 100 per cent 
demanded by some influential farm groups. 
Aim is to get Support prices just under the 
free market price level, but with elasticity 
to jack them up if the free market price sags. 









































7 Swift-moving changes are taking 





education committee in 1949, when he was 
President of Columbia. The words obviously 
are carefully selected passages from a 
comprehensive discussion. 


» Federal bureaus concerned with 
import-export trade are taking a second look 
at statistics. Durinz 1956 the problems of 
American business have been accentuated by 
increase in foreign competition. Notable 
among the industries affected by imports 
were the American watch industry, commercial 
fisheries, the cotton textile industry, 
and the woolen fabric companies. While in 
each instance the industry sought and ob- 
tained remedial action from its government, 
the rising quantity of imports is stirring 
up controversy over our trade policy. 
Somewhere between high tariff walls and 























place in agriculture and increasing the need 











total free trade lies the solution. 








of farmers for credit of a type Somewhere 
between the short-term annual production 
loan and the long-term mortgage loan. This is 
the conclusion of USDA researchers who have 
completed a study. An intermediate-term 
credit is found necessary to assist farmers 
in making adjustments required in present- 
day farm operations -- increases in acreage 
and shifts in production patterns. The 

need is being met only in part; intermediate 
credit is available on short-term notes. 
Financing on a "piecemeal" basis, and 
failure to take lenders into their con- 
fidence, was ascribed as borrowers' 
contribution to the unsatisfactory condi- 
tion; on the other side, rural bankers were 
found very heavy in demand deposits, 
forcing them into the short term specialty. 


























p» Southern Congressmen are 
stressing the expert testimony of a college 
President to Support their opposition to 
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limitation be placed on textiles from 
cotton. Congress seemed to favor the idea, 
until the Department of Agriculture produced 
facts on farm surplus export: Japan was the 
best customer. Today nearly 50 million 
acres of American farm land are cultivated 
for markets overseas. About 10 per cent of 
American manufactured goods are exported. 
Last year, 1956, our commercial export sales 
totaled almost $18 billion. Four million 
Americans and their dependents rely on 
foreign trade for their livelihood. While 
60 per cent of the American imports are made 
up of raw materials and semi-processed 
items, about 70 per cent of our exports are 
manufactured items containing a high labor 
content. Statistics don't meet payrolls. 
The Commerce Department cites them with a 
plea that its difficulty in solving the 
problems be recognized. 
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High Stakes in 


Struggle for AFRICA # 


By JOHN 


In many ways Africa is to Europe what Latin 
America is to the United States. It is Europe’s ma- 
jor source of raw materials, its major outlet for 
foreign investments and Africa’s dynamic market 
of 200 million people is of the utmost importance 
to European exporters. Thus, if Europe should be 
politically and economically pushed out of Africa 
it would be no less a calamity than if we became 
isolated from the southern half of the western hem- 
isphere where we have traditionally exercised a 
dominating influence. 

The coming struggle for Africa will therefore 
not be over the maintenance of colonial empires. 
Britain, France, Belgium, Portugal, Spain and Italy 
all know that old-fashioned colony-motherland re- 
lationship between themselves and their African 
possessions is no longer applicable, except in the 
most backward areas, The peaceful granting of full 
independence to four former colonies since the be- 
ginning of last year—Sudan, Morocco, Tunisia and 
Ghana—is a clear indication of this spirit. 

What Europe is fighting for in Africa is to pre- 
vent anti-Western forces from rushing in to fill the 
MAY 
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political vacuum that is being created by the decline 
of colonial power. That such forces exist is only too 
evident. Their focal points are Cairo and Moscow. 
The first is trying to mobilize Africa’s moslem pop- 
ulation against the West while the second is work- 
ing the racial issue in the hope of getting Africa’s 
black majority to rise up against the white settlers 
who exercise political control in many areas. 

Europe’s only hope of winning this battle is to 
fill the vacuum itself by offering the colonies and 
trusteeships a completely new deal based on the eco- 
nomic interdependence between Africa and Western 
Europe. For the one thing that all African terri- 
tories have in common is a desire for economic im- 
provement and a full realization that this can be 
achieved only through large-scale outside help from 
the more developed countries. 


France’s Eurafrica Plan 
The first and most important approach along 
these lines is France’s Eurafrica project. This mas- 
terplan is the first coordinated program in history 
for the economic development of Western Europe’s 
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African possessions. Its purpose is twofold: It is 
a projection of the European Common Market plan 
to the vastly larger African territories of its mem- 
bers and it is to make these African territories the 
common responsibilities of all of Western Europe 
instead of just the colonial powers. 


France’s leadership in this project is well justi- 
fied. By far the largest power in Africa, France 
alone is neither economically nor politically able 
to hold on much longer to this huge empire. Yet, 
if she were to lose it she would forfeit her last claim 
of being a major power in the world. That is why 
France is willing to shoulder (without U.S. assist- 
ance) the terrific burden of maintaining control over 
Algeria, a territory four times as big as France. 

But desire to maintain 
her already much dimin- 
ished status quo as a 
world power is not the 
only thing which keeps ew, 





Africa’s Foreign Trade, 1955 


(in millions of dollars) 


holder, has also been successful. Pipelines and roads 
to connect the remote desert wells with the Medi- 
terranean coast are already under construction and 
the oil should begin to flow on a regular commercial 
basis by early next year. 


In order to encourage the exploration of the en- 
tire Sahara the French Parliament created a Joint 
Organization for the Sahara Regions last December. 
This organization which is to have supreme eco- 
nomic authority throughout the French Sahara, 
regardless of political boundaries, is France’s first 
attempt at continent-wide planning. The organiza- 
tion will function as an autonomous body, respon- 
sible only to the French Cabinet. It will be headed 
by a Delegate General and a High Commission. This 
last body will include rep- 
resentatives of the local 
peoples as well as the 
regional political units in 
order to stimulate local 





France in Algeria. 





France is now convinced 
that the French Sahara, 
an area half the size of 
the United States which 
stretches all the way 
from the southern foot- 


Algeria 

Angola 

Belgian Congo 

French Cameroons 
French Equatorial Africa 





hills of the Atlas Moun- 
tains in Algeria to the 
Soudan and Niger re- 
gions in French West 
Africa and the Chad ter- 
ritory in Equatorial Ar- 
rica, contains one of the 
world’s largest concen- 
trations of untapped min- 
eral resources. When fully 
developed it may be able 
to furnish annually as 
much as 15 million tons 
of iron ore, 70,000 tons 
of copper concentrates, 
1.5 billion cubic meters 
of natural gas but, above 


French West Africa 
Ghane . 

Kenya 

Liberia 

Madagascar 
Mauritius 

Morocco 

Mozambique 

Nigeria 

Reunion 

Rhodesia & Nyasaland 
Sierra Leone 
Tauganyika 

Tunisia 

Uganda 

Union of South Africa 
All Others 


Total Africa 





all, it may contain petro- 
leum deposits large 





Imports Exports interest in the scheme. 
 67,ti(‘étaSC~*W This should also head off 
94 98 the criticism of the 
379 467 French communists that 
104 85 the only purpose of the 
105 78 plan is “to despoil the 
384 300 local populations of the 
246 270 greatest riches of the Sa- 

200 78 hara desert.” 
% 43 But, as we have said 
122 82 before, France can not do 
53 52 the whole job by herself. 
470 312 She needs the coopera- 
90 53 tion of the two new 
382 370 North African _ states, 
4 33 Morocco and_ Tunisia. 
388 484 But even more she needs 
48 29 the political and _ eco- 
122 105 nomic support of other 
181 107 Western European coun- 
95 119 tries. This is where the 
1.350 1.031 Eurafrica idea comes in. 
17 — Under the Common Mar- 
= ket project, Western Eu- 
5,694 4,734 rope is slated to invest 
nearly $600 million in 

















enough that half of Con- 
tinental Europe’s oil needs could eventually be sup- 
plied by them. 


In view of Europe’s dangerous dependence on 
Middle East oil, special priority has been given to 
oil exploration in the Sahara, The results up to now 
have been so promising that French Premier Guy 
Mollet recently stated that “millions of tons of oil 
will be produced there within a few years. The Sa- 
hara, along with atomic energy, is one of the foun- 
dations of our independence.” 


This statement is not just political propaganda. 
According to the official French Petroleum Research 
Bureau, the Sahara, which produces no oil at all 
today, will supply some 80,000 barrels a day by 1959 
and will make France a net oil exporter within ten 
years. So far, all the oil has been found in the 
Algerian part of the Sahara. Most of the operating 
companies are French government owned but in one 
of the most successful discoveries, near the Libyan 
border, the Royal Dutch-Shell Group has a 35 per- 
cent interest. The Compagnie Francaise des Petroles, 
in which the government is only a minority stock 


Africa for the purpose 
of overall economic development. The contributions 
and allocations of this fund will be as follows: 


CONTRIBUTIONS ALLOCATIONS 








$200 million France $510 million French Africa 
200 million Germany 32 million Belgian Congo 
70 million Belgium 5 million Ital. Somaliland 
70 million Netherlands 35 million non-African Dutch 
40 million Italy territories 


2 million Luxembourg 





$582 million 


$582 million 


For all practical purposes the fund is set up for 
the development of French Africa which is to re- 
ceive some 87 percent of its total. Of course, this 
is by no means all the money that will be spent in 
Africa by the six Common Market countries. France, 
for instance, is planning to expend some $800 mil- 
lion to bring the Sahara oil deposits to full devel- 
opment. Furthermore, the contributions of the six 
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| with the rapid decline in colonial- 








countries are merely a token pay- 
ment on the Eurafrica project 
and will undoubtedly be increased 
as the needs arise. 
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FRANCE 
WEST GERMANY 
ITALY 





Of special interest is the very 
large contribution made by Ger- 
many. Germany has of course, no 
overseas possessions at all and 


BELGIUM 
4 LUXEMBOURG 
~~. a NETHERLANDS 


.7 
ee 


o ‘ 
ye 





ism it can never expect to get 
ary. This is exactly why it has 
overcome its initial hesitation at 
becoming involved in France’s 
overseas struggle and is now fully 
supporting the Eurafrica project. 
If this device will give Germany 
ecual access to the raw materials 
ard the growing markets of the 
eclonial world it will have 
achieved its aim in Africa with- 
o.t regaining the colonial empire 
it once possessed in the dark con- 
tinent. That is why German in- 
distrialists are today among the 
main supporters of the French 
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The Role of Tunisia and Morocco 


The cooperation of Tunisia and 
Morocco in the plan is of great 
importance to its success since 


BELGIAN CONGO 





these two countries not only have 
considerable deposits of untapped 
niinerals themselves but also con- 
trol the best access to some of the 
oil and mineral deposits in Al- 
geria. Unfortunately, at the mo- 
ment good will between the two 
new countries and France is not 
exactly at a high point. The arrest 
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of most of the Algerian rebel 
leaders last winter while they 
were flying from Morocco to Tu- 
nisia has still not been lived down 
by France. Altogether, both countries are so strongly 
on the side of the Algerian rebels that their rela- 
tions with France will remain strained until a settle- 
ment of the Algerian problem has been found. 

This does not mean, however, that Morocco or 
Tunisia are veering into the anti-Western camp. 
Both countries have shown a degree of independence 
of Egypt’s dictator Nasser that leaves no doubt that, 
as far as they are concerned, he speaks neither for 
the Moslem world nor for all Arabs. Tunisia, for 
instance, has appointed a Jew to a cabinet post and 
has strongly discouraged all anti-Jewish expressions 
while Egypt is deporting and jailing Jewish resi- 
dents by the thousands. The two countries have 
shown the same degree of independence towards 
Moscow. Morocco, for instance, while gladly ex- 
changing diplomatic missions with all western coun- 
tries has so far avoided establishing diplomatic re- 
lations with all Soviet Bloc countries, despite the 
latter’s repeated attempts to do so. 

Another reason why Tunisia and Morocco are 
likely to participate in the Eurafrica scheme despite 
the Algerian obstacle is that they can only look to 
*rance for large-scale assistance for their depressed 
sconomies. The reason for this is largely United 
MAY 
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States diplomacy. When the two countries achieved 
their independence they both sent emissaries to 
Washington to ask for extensive economic assist- 
ance. Our government agreed to extend some aid 
but kept the amount purposely modest, pointing out 
that since France was willing and able to give sub- 
stantial economic support to the two nations there 
was no jutification tor large-scale U.S. help. This 
forced the two countries to remain in the French 
franc area which pleased France and saved us a 
considerable amount of money. It also points up the 
well-known fact that political independe nce does not 
guarantee economic independence. When Morocco 
and Tunisia were still French protectorates the 
mother country put annually $200 million and $75 
million respectively into these two areas. Now that 
they have become independent they need this money 
just as much as before. Therefore, their economic 
dependence on France will continue despite their 
political emergence as new countries. 


Belgian Congo Holds Important Natural Treasures 


But French Africa 
vast continent 


is not the only area on that 
(Please turn to page 254) 
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The varying outlook for the companies in the 
steel industry is being emphasized by the first quar- 
ter earnings reports now appearing. The results of 
operations and profit outlook will depend on their 
ability to cut costs and to maintain operations at 
a high level now that most forms of steel are no 
longer in short supply. 

A downward drift in total steel operations is in 
the making although some members of the industry 
visualize a marked upswing in the fourth quarter. 
Nevertheless, the larger integrated companies may 
show improved operating results and higher profits 
per ton of steel sold as they are now using drasti- 
cally lower-priced scrap steel, and are vigorously 
pursuing cost-cutting programs. The increasing 
competition for available business, if consumers 
continue their disinclination to build up inventories, 
will be felt most acutely by the smaller, less strate- 
gically located units, and those who have relied 
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UTLOOK FOR STEEL 
WITH SHORTAGES ENDED 


— Where Earnings Will be Maintaine 
— Where They Will Decline 


TRAVIS 


heavily in recent years on shortages in premiun 
grade steels. 

The major companies, with greater operating 
flexibility, have cut back production in less efficient 
plants, and will be able to hold their operating rates 
on a more even keel by adjusting their product mix 


to fit changing market conditions. Bethlehem Steel. 


in its recently released first quarter report presents 
an excellent case in point. The company scored rec- 
ord sales and increased its earnings almost 20% 
over the first three months of last year. Chairman 
Eugene G. Grace enthused over the company’s “un- 
believably good” shipbuilding business and predicted 
confidently that Bethlehem would produce near ful 
capacity for the rest of the year. 

Just a few days earlier Armco Steel estimated its 
first quarter earnings from operations would be ap- 
proximately $1.27 per share, a drop from $1.51 in 
the same period a year ago, despite the fact that 
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- oem mavens —— 
Comparative Earnings and Dividend Records of Leading Steel Companies 
Earnings Per Share —Dividends Per Share Recent Div. Price Range 
1954 1955 1956 1954 1955 1956 Price Yield 1956-1957 
Acme Steel $1.88 $3.11 $2.94 $1.60 $1.80 $2.00 33 6.0% 3852-2934 
= Allegheny Ludlum Steel 1.15 4.13 4.04 1.00 1.17 2.00! 64 3.1 6538-2934 
oqine Armco Steel 3.93 6.05 6.03 1.50 1.95 3.00! 54 5.5 6958-4634 
Bethlehem Stee! 3.30 4.52 3.83 1.43 1.81 2.40! 45 5.3 4958-358 
Carpenter Steel 2.98 4.09 6.79 1.50 1.87 2.80 64 4.3 67 72-3858 
Colorado Fuel & Iron 3.79 4.74 3.587 - 1.47 2.00 28 7 3538-27 
Copperweld Steel 1.32 2.81 4.08 1.80 1.70 2.00 34 5.9 3478-2458 
Crucible Steel 1.40 4.03 3.51 3 1.25 1.60! 32 5.0 40'2-23 
| Detroit Steel Corp. .36 2.07 2.78 254 1.00 16 6.2 2472-148 
| Granite City Steel 2.04 6.03 7.04 5 2.00 3.00! 51 5.9 6032-34 
| Inland Steel 7.92 9.52 9.43 3.75 4.25 4.25 83 5.1 10034-76'2 
| Interlake Iron Corp. 1.61 4.38 3.58 1.50 2.00 2.00 29 6.8 352-274 
| Jones & Laughlin Steel 3.80 7.73 6.63 2.00 2.25 2.506 51 49 62'2-42'8 
Keystone Steel & Wire 3.04 5.07 5.38 1.60 2.00 2.00 40 5.0 47 -39'4 
| Lukens Steel Co. 1.81 2.70 7.87 83 .66 2.00 103 1.9 110'2-14 
| National Steel 4.13 6.54 7.09 3.00 3.25 4.00 69 $7 8014-64 ] 
Pittsburgh Steel .62 4.31 3.24 3 25% 1.006 28 3.5 3912-2478 
Republic Steel 3.55 5.59 5.83 2.43 2.50 3.00! 53 5.6 6014-4272 
Sharon Steel 2.85 7.26 6.28 2.50 2.50 3.00 52 5.7 5914-3958 
U. S. Steel 3.23 6.45 6.01 1.50 2.15 3.00! 61 49 7334-5138 
Wheeling Steel 4.98 8.12 8.20 3.00 3.00 3.40! 58 5.8 6934-46 
Woodward Iron Co. 2.75 4.12 2.64 1.66 1.66 1.60 29 5.5 3678-2634 
Youngstown Sheet & Tube 6.02 12.34 12.62 3.75 4.00 5.50! 109 5.0 1312-835 
VPS. = - ; ; es iat 7 
Sinead 1_Latest 1957 rate. 3—Paid 8% stock. 5—Paid 6% stock. 


*—Paid 742% stock. S—Plus stock in 1956. 


‘—12 mos. ended 12-31-56. 


4‘—Plus stock. 
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Acme Steel: Dependence on automotive industry likely to be intensified by 
keen competition and narrower margins. Better results indicated in expand- 
ing volume in specialty products. (B2) 


Allegheny Ludlum Steel: Benefits of new facilities and substantial operating 
economies showing up in wider margins. Increased volume in stainless helps. 
Dividend increase appears possible this year. (B2) 


Armco Steel: Strategic location, excellent facilities and above-average labor 
conditions tending to counteract rising costs inherent in steel scrap prices. 
Emphasis on light steel an adverse factor. (A2) 


Bethlehem Steel: Strong position in structural steel as well as in plates 
and exceptionally large volume of orders for tankers should assure a near- 
record showing. Dividend rise looms this year. (Al) 


Carpenter Steel: Record volume of shipments indicated for year ending 
June 30. Continued emphasis on operating efficiency and specialty products 
in stainless field should assure steady progress. (B1) 


Colorado Fuel & Iron: Good demand for seamless pipe is one of promising 
factors likely to sustain earnings. Buying of steel rails and accessories 
expected to taper off. Regular $2 rate expected to hold. (B2) 


Copperweld Steel: More satisfactory costs of raw materials anticipated this 
year, but because plants were not closed by strike in 1956, comparable 


Jones & Laughlin: Continued expansion, especially through acquisition of 
Rotary Steel, expected to aid volume and help margins. Expenses incident 
to new facilities continue restrictive factor. (B3 


Keystone Steel & Wire: Demand for wire products expected to remain 
relatively strong. New facilities should contribute to better efficiency. Earn- 
ings expected to approximate $5 a share for year. (B1) 


Lukens Steel: Another record year indicated for this small producer of plate 
steel on basis of good March quarter figure. Higher dividend regarded as a 
reasonable prospect later in year. (B1) 


National Steel: Reduced demand for flat-rolled sheet and strip resulting 
from slower pace in autos and appliances expected to act as restraining 
influence on margins and may reduce net profit. (A2 


Pittsburgh Steel: Economies anticipated from new facilities expected to help 
sustain earnings even though volume may dip moderately in second half. 
Earnings likely to compare favorably with 1956 total. (C2) 


Republic Steel: Increase in stainless steel volume should counteract decline 
in demand for light steel. Strategically located plants provide advantage. 
Favorable comparison in earnings seen. (Al 


1iun gains over last year hardly can be anticipated. (B1) Sharon Steel: Benefits of increased activity in stainless and of venture in 
. titanium expected to contribute to improved 1957 showing even though 
\ [| Crucible Steel: Prospect of a slower pace in automotive industry and drop demand for light steel may drop later. (B2) 
ting al in use of specialty steels may find reflection in modest downtrend in sales 
> | and earnings, but $1.60 dividend seems safe. (B3) U. S. Steel: “Big Steel’s’’ strong position in heavy plate, structural and oil 
[lent fi S . ; : field pipe as well as in concrete should bolster competitive position this 
Detroit Steel: Benefit of new facilities and of increased prices of major prod- year. Favorable earnings comparison likely. (A1) 
“ates ucts expected to aid profits this year. Company likely to be regarded as 
mix merger candidate from time to time. (C3) Wheeling —_ Some slowdown in demand for light steel anticipated, but 
‘ . . relatively large volume in fabricated products should help sustain margins. 
teel. Granite City Steel: Growing market around St. Louis and enlargement of ; , 
me capacity should strengthen competitive position of this semi-integrated Net profit may fall slightly from 1956. (B3 
s producer. Keen competition in light types poses problem. (B2) 
tae Woodward Iron: Labor problems and reduced demand for pig iron on part 
rec- Inland Steel: Prospect for high rate of operations in rail equipment field of foundries may point to relatively disappointing year for company. 
20% and for recovery in agricultural machinery should bolster demand for Higher prices may aid margins in second quarter. (B3) 
: products of this leading Chicago producer. (A2) 
man Youngstown Sheet & Tube: Strong demend for pipe and tubular products, 
‘‘Wn- Interlake Iron: Some contraction can be envisaged for sales of pig iron to in which company specializes, should sustain volume. Higher prices on 
hed | =~ age | vm integrated steel —_ increased reliance on own extras also a = quarter earnings to reach $3.09 from $3.01 a year 
ctec acilities. Modest dip in earnings seen. (B3) ago. Merger plans with Bethlehem pushed. (Al) 
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RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
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1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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operations were at almost 100% of capacity. To 
sharpen the contrast among the steelmakers, Armco 
expected that in the second quarter its operating rate 
would drop to between 85% and 90% of capacity. 

Total sales for the industry, even with the lower 
percentage of capacity operations anticipated, should 
compare favorably with last year, however, as 
prices have been inching up since the beginning of 
the year. Further price increases are likely after 
the new round of wage increases takes effect later 
in the year. Sales volume will, of course depend 
greatly on maintaining continuity of production, a 
factor which seems probable in view of the long 
term contracts signed at the end of last year’s steel 
strike. Similar agreements in other major steel con- 
suming industries encourages the hope that disrup- 
tions over wage problems may be comparatively 
minor in 1957. 


Factors Governing 1957 Profit Prospects 


Prospects for profits are not quite so favorable. 
Wages continue to climb and raw materials costs 
have mounted. Increased freight rates have tended 
to weaken margins, especially for less favorably 
located producers who are compelled to absorb large 
transportation costs. Nevertheless, financial results 
should prove quite satisfactory for most companies. 
Absence of strike disruptions this year would per- 
mit beneficial comparisons with 1956, when substan- 
tial non-recurring charges had to be absorbed. Gen- 
erally speaking, margins have been reasonably well 
maintained in spite of increasing competition. 

Wages are destined to increase again July 1 in 
accordance with terms of the wage agreement signed 
last summer. This development will mean adoption 
of higher price schedules for third quarter delivery. 
Trade authorities estimate that prices may rise an 
average of about $5 to $7 a ton. In some of the more 
competitive lighter types increases are expected to 
be relatively less than on plates, bars and struc- 
tural steel. 

Prospects for the second half of the year will de- 
pend a great deal on whether motor car manufac- 
turers experience a satisfactory selling season in 
May and June and whether they are encouraged 
to proceed with vigorous production plans for 1958 
models. The automotive industry is the steel trade’s 
major consumer of sheet steel. A pickup in resi- 
dential construction, if it should develop, would be 
important as a stimulant for appliance and kitchen 
equipment, another major steel outlet. 

Looking more closely at 1957 prospects, it may 
be observed that significant changes are taking place 
in many respects. Benefits of automation are show- 
ing up in lower production costs in modern mills 
which hold promise of more efficient operations in 
years to come. Demand has shifted from light to 
heavy types of steel with the result that producers 
specializing in plates and bars as well as in stainless 
items are faring much more satisfactorily at the 
moment than are producers equipped to turn out 
steel sheets, wire, etc. Heavy construction (while it 
has stopped rising) is leveling off at a high level, 
accounting for extensive structural requirements. 
Extraordinary volume in tanker and shipbuilding 
programs explains the urgent need for heavy plate. 
Demand for seamless pipe and oil country goods 
generally is strong. 
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Comprehensive Statistics Comparing 














Allegheny 
Figures are in millions, except Ludlum Armco 
where otherwise stated. Steel Steel 
CAPITALIZATION: 
Long Term Debt (Stated Value) ... $ 39.6 $ 51.3 
Preferred Stocks (Stated Value) ; 
No. of Common Shares Outstanding (000) 3,781 10,879 
Capitalization $ 43.3 $ 160.1 
Total Surplus . $ 97.3 $ 320.1 
INCOME ACCOUNT: Fiscal Year Ended 12/31/56 12/31/56 
Net Sales eu aes $ 285.9 $ 761.8 
Deprec., Depletion, Amort., etc. $ 11.3 $ 33.3 
Income Taxes ; ; ; . $$ 168 $ 62.3 
Interest Charges, etc. $ 1.2 $ 1.9 
Bal for C $ 15.2 $ 65.5 
Operating Margin 11.3% 15.1% 
Net Profit Margin ..... ; ; 5.3% 8.6%, 
Percent Earned on Invested Capital 15.1% 15.2% 
Earned Per Common Share* $ 4.04 $ 6.03 
BALANCE SHEET: Fiscal Year Ended 12/31/56 12/31/56 
Cash and Marketable Securities $ 22.1 $ 53.7 
Inventories, Net $ 54.1 $ 187.5 
Receivables, Net $ 24.0 $ 66.3 
Current Assets $ 101.6 $ 308.0 
Current Liabilities $ 39.8 $ 116.7 
Working Capital $ 61.8 $ 191.3 
Fixed Assets $ 786 $ 263.5 
Total Assets $ 182.9 $ 612.8 
Cash Assets Per Share $ 5.85 $ 4.94 
Current Ratio (C. A. to C. L.) 2.5 2.6 
Inventories as Percent of Sales .. 18.9% 24.6% 
Inventories as % of Current Assets 53.2% 60.9% 
*—Data on dividend, current price of stocks and 
yields in supplementary table on preceding page. 














On the other hand, consumers of light steel have 
been striving to reduce inventories to the lowest 
possible levels so as to minimize the financial bur- 
den of carrying materials for abnormally long pe- 
riods, A strong conviction that supplies of steel will 
be readily available on short notice has persuaded 
purchasing agents in large manufacturing centers 
to return to a hand-to-mouth basis in placing or- 
ders, Actual shipments to plants of motor car parts 
makers, for example, have been well under volume 
of steel consumed in manufacturing accessories, it 
is believed. Even motor car makers are said to have 
been working on smaller inventories than in other 
years. 

The slight drop in operating schedules for many 
mills in the last month or two may be explained by 
the fact that consumers have been whittling down 
their inventories to minimum levels. Some producers 
have adjusted their facilities to making light plates 
instead of hot rolled sheets, but these changes are 
regarded as temporary in nature. Ordinarily, lighter 
grades of steel can be produced more economically 
and afford better margins. 

The large backlog of construction orders and the 
increased emphasis on stainless steel in jet aircraft 
programs constitute an especially favorable envi- 
ronment for many producers. The Middle East dis- 
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——————— _aaeeeeenniniatale — a 
the Position of Leading Steel Companies 
Granite Youngstown 
Bethlehem City Inland Jones & Lukens National Republic U.S. Wheeling Sheet 
Steel Steel Steel Loughlin Steel Steel Steel Steel Steel & Tube 
$ 278.6 $ 359 $ 129.2 $ 134.7 $ 48 $ 110.0 $ 40.7 $ 245.0 $ 44.1 $ 98.7 
$ 93.3 $ 2.3 $ 29.3 $ 360.2 $ 35.7 
40,421 2,127 5,617 6,582 954 7,403 15,510 53,700 1,936 3,422 
$ 748.6 $ 64.7 $ 229.7 $ 236.2 $ 7.9 $ 184.0 $ 196.0 $1,500.2 $ 99.2 $ 208.4 
$ 859.7 $ 49.0 $ 268.0 $ 371.2 $ 316 $ 348.3 $ 502.1 $1,508.7 $ 137.1 $ 289.9 
12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 
$2,326.7 $ 137.1 $ 727.1 $ 742.6 $ 105.1 $ 664.2 $1,244.2 $4,198.8 $ 256.3 $ 676.3 
3 102.4 $ 5.0 $ 24.3 $ 37.0 $ 1.8 $ 45.3 $ 43.0 $ 287.1 $ 16.1 $ 41.5 
5 147.0 $ 11.8 $ 55.1 $ 41.46 $ 8.5 $ 47.0 $ 94.7 $ 331.0 $ 18.46 $ 37.3 
$ 103 $ 1.3 $ 3.1 $ 3.4 $ J $ 2.1 $ 1.3 $ 7.6 $ 1.6 $ 3.2 
$ 154.8 $ 15.0 $ 53.0 $ 43.7 $ 7.5 5 S25 $ 90.4 $ 322.8 $ 158 $ 43.1 
12.9% 23.7% 14.7% 12.4% 15.9% 14.3% 14.4% 15.4% 13.5% 11.2% 
6.9% 11.0% 7.3% 6.0% 7.1% 7.9% 7.2% 8.2% 6.8% 6.3% 
12.1% 19.4% 14.3% 9.7% 21.6% 12.4% 13.7% 12.6% 9.1% 10.8% 
$ 3.83 $ 7.04 $ 9.43 $ 6.63 $ 7.87 $ 7.09 $ 5.83 $ 6.01 $ 8.20 $ 12.62 
12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 
$ 487.5 $ 23.2 $ 100.6 $ 31.1 $ 5.4 $ 105.5 $ 79.9 $ 510.1 $ 33.8 $ 144.0 
$ 360.2 $ 30.2 $ 118.9 $ 1.0.7 $ 16.4 $ 71.1 $ 200.0 $ 501.2 $ 716 $ 107.0 
$ 228.7 $ 7.3 $ 52.7 $ 67.0 $ 7.3 $ 70.3 $ 102.7 $ 314.5 $ 18.0 $ 75.3 
$1,076.5 $ 61.1 $ 272.2 $ 288.9 $ 29.4 $ 247.0 $ 382.7 $1,325.9 $ 123.5 $ 326.4 
$ 392.7 $ 24.2 $ 67.4 $ 125.7 $ 8.5 $ 106.3 $ 137.7 $ 722.2 $ 41.0 $ 105.6 
$ 683.8 $ 369 $ 204.8 $ 163.2 $ 20.9 $ 140.7 $ 245.0 $ 603.7 $ 82.5 $ 220.8 
$ 844.3 $ 96.5 $ 274.4 $ 464.2 $ 17.8 $ 386.1 $ 391.5 $1,878.0 $ 133.2 $ 238.6 
$2,090.0 $ 158.8 $ 572.2 $ 765.3 $ 50.1 $ 674.7 $ 857.3 $3,836.2 $ 289.4 $ 620.6 
$ 12.05 $ 10.92 $ 17.74 $ 16.89 $ 5.77 $ 14.25 $ 5.15 $ 9.49 $ 17.47 $ 42.09 
2.7 2.5 4.0 2.3 3.4 2.3 2.7 1.8 3.0 3.1 
15.4% 22.0% 16.3% 14.9% 15.6% 10.7% 16.0% 11.9% 27.9% 15.8% 
33.4% 49.4% 43.6% 55.9% 52.2% 37.8% 58.0% 32.8% 


38.3% 


28.8% 








turbance contributing to the need for an enlarged 
il tanker fleet also accounts for a vital stimulating 
force in the steel industry. 


Longer Range Earnings Considerations 


In appraising the steel industry’s outlook and in 
reviewing prospects for individual companies it is 
important to take into account the longer term as 
well as immediate prospects. What about competi- 
tion from aluminum, magnesium, titanium and other 
light metals? Is there a danger that plastics may 
displace steel in uses such as pipe? These are typical 
questions which steel producers have pondered for 
years. 

Despite the phenomenal gains of aluminum in the 
last decade, especially in the aircraft industry, it 
nay be noted that use of steel has continued to ex- 
pand —in fact at an unprecedented rate. Not only 
has total volume grown, but use on a per capita 
basis has mounted. The answer is to be found in the 
fact that steel is superior for many uses to any light 
metal or other substitute. The steel industry has 
not been slow to improve its product and to engage 
aggressively in research programs. Quality has im- 
proved to such an extent that steel has begun to 
displace other metals. In the aircraft field, for ex- 
MAY 


11, 1957 


ample, stainless types have demonstrated a distinct 
superiority over aluminum where extreme heat is 
a factor. The fact that demand for stainless doubles 
itself every three years testifies to importance of 
research in this area. 

Steel capacity has increased about 40 per cent 
in a comparatively short time and is destined to con- 
tinue to grow in anticipation of still larger require- 
ments as population gains. Capacity at the start of 
the year was figured at 133.5 million tons and may 
be slightly higher now. Projects under way prom- 
ise to boost output between 10 and 12 million tons 
this year to bring the country’s ingot rating to about 
145 million tons by the beginning of 1958, an in- 
crease of more than 45 per cent over the pre-Korean 
total. Tentative projections indicate capacity may be 
raised by 1975 to about 165 million net tons or pos- 
sibly a little higher. 

Plans for expansion are not expected to be accel- 
erated, however, since Washington has evidenced no 
willingness to assist the industry by granting certi- 
ficates of necessity and permission for rapid amorti- 
zation of costs. Most companies are expected to pro- 
ceed slowly toward replacement of outmoded facili- 
ties with modern equipment as part of an overall 
expansion program. Older mills are being improved 
with new equipment (Please turn to page 250) 
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Automobiles 
in a Corrective Phase 


By GEORGE L. MERTON 


The automobile industry is still feeling the 
effects of overproduction in 1955, when nearly 8 
million cars were produced. But the industry is 
slowly getting its house in order after a dip of 2714 
per cent in output during 1956. 

By the early 1960s, the car producers should be 
able to move to higher levels, as family formation 
rises, and as national income grows. But meanwhile 
the current potential market for cars is being over- 
stated by some observers. This is reflected in the 
fact that domestic industry sales have been fully 
10 per cent lower during the first quarter of this 
year than industry spokesmen had predicted when 
the new 1957 model cars made their bow last Fall. 

Ever since 1955, when 7.92 million cars were pro- 
duced, it has been frequently asserted that the 
normal market for cars is in the neighborhood of 
6.5 million to 7 million a year. But an analysis of 
the sales record does not support that view. The 
number of new cars sold in the United States during 
the last seven years has averaged 5.7 million a 
year, and it must be taken into account that such 
sales were only made possible by a very large rise 
in consumer credit. Hence it appears that the 
“normal” market today should average between 
5.5 million and 6 million cars a year. 
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Earnings of the Big Three in the first quarter 
made a good showing although results varied widely 
Even General Motors, with a decline of over 13 
per cent in domestic factory sales of cars, was able, 
through diversification (diesel locomotives, defense 
production, General Acceptance Corp. activities), 
to register a slight gain in total dollar volume, and 
to show a dip in net of only 8 cents a share to 93 
cents a share, for the quarter. Ford and Chrysle 
showed excellent gains in net. Ford’s net rose 36 
per cent to $1.85 a share, on a gain of 19.6 per cent 
in unit sales, 

Chrysler’s net showed an emphatic gain, rising 
to a record-breaking $5.34 a share, compared with 
only $1.25 a year ago. This reflects not only im- 
proved volume, but also Chrysler’s success in getting 
its plants on a more efficient basis. 

Both Ford and Chrysler obtained a larger share 
of the auto market, GM a smaller share. 

During the rest of the 1957 model year, rising 
costs and diminishing volume will squeeze earnings 
A new price rise on cars is not likely to take place 
before the new models are introduced for 1958 
Auto labor costs will go up June 1, steel will rise 
several dollars a ton July 1, and many components 
will go up in price, The big test will come in the 
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Fall, when the 1958 models are introduced presum- 
ably at higher prices. 


Sales Running at Annual Rate of 6,000,000 Units 


Sale of new cars by retailers during the first 
quarter totaled nearly 1.5 million units, or weve 
at an annual average of nearly 6 million a year. 
Production in the first quarter, however, totaled 
1,793,000 cars, or about 3 per cent more than pro- 
duction in the same period of last year. Output 
exceeded retail sales by 300,000 units, and as a 
result dealer stocks rose by this amount to 762,000 
as of April 1, 1957. 

The seasonal upturn in car sales has been a bit 
disappointing this year. Hence production cutbacks 
have been instituted in recent weeks by all producers. 
Second quarter output will be well below the first 
qiarter total, but it should equal or exceed the 
s-cond quarter total of 1956, which was 1.5 million 
uiits. Sharper cutbacks will take place in the third 
q.arter, so that inventories can be reduced to 200,000 
t» 300,000 units by the time the 1958 models are 
introduced, next Fall. 

The large investments in new styles and engineer- 
ing made by producers on the 1957 models have not 
paid off as well for General Motors and Ford as 
these producers had expected. 

But the auto industry is not despondent about 
tne outlook, either for the near or longer term. It 
is merely taking a more realistic attitude towards 
tne size of the American market over the next few 
vears. It is determined to avoid the type of over- 
»roduction that led to some enduring problems in 
(955. This means that earnings of the industry 

‘aders probably are not going to show any substan- 
tial gains until 1959 or 1960 except at the expense 


of each other, as one company or the other enjoys 
success with its new models in any given year. 

For 1958, the pattern may be somewhat different 
than for 1957, insofar as inter-company competi- 
tion is concerned. Chrysler Corporation has been 
able to increase its share of the market nearly 3 
points, from about 16 per cent in 1956, to nearly 
19 per cent of the total for the industry in the first 
three months of this year, and probably could have 
scored even larger gains if it had not run into 
labor troubles. Ford has enjoyed an even larger 
gain thus far this year from nearly 26 per cent in 
1956 to over 30 per cent in 1957 but some of this 
production gain is reflected in higher inventories. 
These companies have made their progress, at the 
expense of General Motors. GM’s share of the retail 
market declined in the first quarter from nearly 53 
per cent in the 1956 quarter to around 47 per cent 
in the initial quarter of 1957. 


Can Ford and Chrysler 
Hold Increased Share of Market? 


Can Ford and Chrysler hold these percentage 
gains when the 1958 models are introduced? The 
fight will be on. General Motors, which elected to 
offer merely face lifted styling for Chevrolet and 
Pontiac for 1957, will be introducing entirely new 
bodies for these cars for 1958. 

Chevrolet accounts normally for 25 per cent of 
the industry’s registrations, and about 50 per cent 
of General Motors’ sales. Thus far this year, Chevro- 
let has accounted for less than 24 per cent of the 
industry’s sales. Hence, it appears that an entirely 
new Chevrolet car for 1958, introduced at a time 
when its major competitors, Ford and Plymouth, 
will be getting little more than a face-lift, might 











Earnings Per Share 


4.67 


*—Latest 1957 rate. 
3—Paid 5% stock 1954; 10% in 1955. 


4_Deficit. 
1_Plus stock. 





American Motors: Has reduced break-even point to less than 150.000 units 
a year, but this far has not come withtin striking distance of this level. 


Further moves to cut costs peaks should put company on better basis in 
1958. (C3) 


Chrysler Corp.: Success of 1957 models has been reflected in a sharp gain 
in earnings; but company faces intensified competition in 1958. Profit on 
sales improving with phenomenal Ist quarter statement. (B1) 


Ford Mo‘or Co.: Big investment program has cut costs and improved profit 
per dollar sales. Profit gain to $1.85 a share in first quarter may not be 
fully maintained during rest of 1957. Outlook for 1958 partly dependent 
on successful introduction of new Edsel line. (B2) 


ming from credit squeeze. An easier money situation and diversification 
program may possibly improve future outlook. (C3) 


Leading Automotive and Truck Manufacturers 


Dividends Per Share 


1954 1955 
American Motors 4 1.95 4$1.23 
Chrysler 2.13 11.49 
Diamond T Motor Iabicccute a (49 .66 
Ford Motor 4.31 8.17 
Fruehauf Trailer 1.22 1.78 
General Motors 3.02 4.26 
International Harvester 2.24 3.60 
Mack Trucks 58 3.16 
Studebaker-Packard 4 4.06 4 4.61 d 
White Motor 5.90 


4—9 months. 


Recent Div. Price Range 
1956 1954 1955 1956 Price Yield 1956-1957 
9$3.48 $ .12%2 7 87%- 512 
2.29 4.50 $4.00 $3.00 78 3.8% 87 -60 
4.17 -50 25 1.00 22 4.5 24\4-17%4 
4.38 2.40 58 4.1 70 -5158 
94 1.00! 1.00! 1.40! 20 7.0 3838-1932 
3.01 1.66 2.17 2.00 41 4.8 494-3812 
3.16 2.00 2.00 2.00 35 5.7 4158-3318 
4.75 3 3 1.80- 30 6.0 32 -19%4 
8.564 7 1052- 5% 
7.05 2.50! 2.60! 3.00" 50 6.0 5078-36\4 


General Motors: Profit reduced moderately to 93 cents a share in first quarter, 
but better competitive position seen with introduction of new 1958 models 
next Fall. Company sees next big sales surge in 1960s. (A2 


Mack Truck: Profit showed big gain last year, on strength in its heavy 
truck line. Output in first quarter this year up 13 per cent while net per 


share increased to $1.18 a share, oa gain of 33 per cent. (C1) 


Studebaker-Packard: Management of this company by Curtiss-Wright seems 
likely to assure small profit for 1957. Stockholders’ equity, however, will be 
diluted if Curtiss-Wright elects to exercise option to buy 5 million shares 
at $5 a share. (C2) 


White Motor Co.: Scored good gain in sales and earnings in 1956, with 
heavy truck line in demand. Production in first quarter, however, ran about 
12 per cent under 1956 quarter. 





RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 








| 
| Fruehauf Trailer: Profit reduced sharply last year by reduced sales, stem- 
| 


7%, 9a? 


1—Improved earnings trend. 


2—Sustained earnings trend. 
3—Lower earnings trend. 
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help General Motors if the industry has a good 
year and avoids serious labor trouble. 

Problems may remain for General Motors, how- 
ever, in the medium, priced field. Will GM’s Buick, 
Oldsmobile and Pontiac have the answer to the 
styling question for 1958? Both Buick and Olds- 
mobile introduced entirely new bodies for 1957, 
yet sustained a drop in their share of the medium 
priced market. This has been blamed on overcon- 
servative styling. A major changeover for Buick 
and Oldsmobile for 1958 is out of the question, but 
by skilful minor changes, these divisions may be 
able to make up some lost ground. The medium 
priced field is extremely important to General Mo- 
tors, because in the past it has garnered 65% of all 
sales in this class. 

Problems and uncertainties also face Ford for 
1958. Aside from the rougher competition which 
the Ford line will face from Chevrolet, Ford will 
have the big task of introducing its new Edsel car 
in the medium priced field for 1958. Research and 
development costs on the Edsel have been a substan- 
tial drag on Ford Motor Company’s net profits 
during the last two years. Much is at stake here. 
At least $300 million will have been invested in the 
Edsel by the time it is introduced. The medium 
priced field has not shown the growth which it was 
expected to enjoy when plans for the Edsel were 
first developed several years ago. 

Hence, it cannot be said that the introduction of 
this entirely new line of cars will be taking place 
under the most fortunate of circumstances. The 
task of establishing a market for a new line of cars 
always entails risks and long continued effort. Ford 
Motor Company called attention to those risks in 
the prospectus which accompanied the first offering 
of its stock to the public in January of last year. 
Nevertheless, Ford has worked diligently at estab- 
lishing dealerships and alerting the public to the 
forthcoming introduction of the Edsel. The company 
hopes that distinctive and rather bold styling will 
help the Edsel make a place for itself. But with the 
lowest priced cars going after a larger share of the 
total car market, and possibly restricting gains by 
the medium priced cars, as they have done this 
year, 1958 looms as an extremely competitive year 
for medium priced cars. 

One unknown factor in the Ford picture for 1958 
is the possible introduction of a new small compact 
car. Ford has been working on the development of 
such a car, but it is uncertain as yet whether it 
will go into production. The Big Three has thus far 
shunned the development of cars for the American 
market which have a wheelbase of less than 113 to 
115 inches. But the American producers have been 
meeting much stiffer competition from foreign cars 
with wheelbases of 108 inches or less. The new Ford 
development project unlike European small cars, 
would be fully equipped with an automatic trans- 
mission and other power equipment. 


Battle of Low Price Cars 


Ford’s battle against Chevrolet for the Number 
One spot in sales in the low-priced field has thus far 
gone favorably. But Ford’s sales margin, which has 
been running around 10,000 a month, can be over- 
come in the last three months of 1957, if Chevrolet 
has a “hot” car for 1958. 

Chrysler has experienced an extremely good first 
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quarter. The big question is: Can Chrysler main. 
tain the momentum generated by its successful 1957 
models, and carry forward its progress into 1958? 
In recent years, the company has had an up and 
down record more pronounced than GM or Ford, 
For example, 1956 was distinctly disappointing and 
earnings were at a postwar low. This compared 
with the $11.49 a share earned in 1955. But the 
company is hopeful that styling improvements short 
of a full changeover for 1958 will be all that will 
be needed to enable it to hold on to the increas. 
share of the market won this year, The swept-up 
fenders of the Chrysler line will undoubtedly 
continued next year. Plymouth thus hopes to held 
the Number Three sales spot which it has recap- 
tured from General Motors’ Buick. 

A good deal of Chrysler outlook for next year 
hinges on the outcome of its labor disputes with 
Walter Reuther and the CIO. Strikes and slow downs 
have hit Chrysler production and have prevented 
the company from fully stocking its dealers wi'h 
convertibles and other good Spring models. The 
union has been resisting Chrysler’s attempt to e:- 
tablish work standards that are comparable with 
those at Ford and General Motors’ plants. Chrysler 
will have to face this problem head on, if it is ever 
going to achieve the labor efficiency of its major 
competitors. 

One additional factor involving Big Three con- 
petition must be weighed. The 1958 models wil! 
represent General Motors’ fiftieth anniversary. In 
addition, 1958 will be the year in which Harlow H. 
Curtice, GM president, will reach retirement age. 

There is no doubt but that GM would like to make 
1958 a better year than 1957, for both of those 
reasons and will “shoot the works” on styling ete. 
But by June of next year, General Motors and Ford 
will again be facing negotiations with Mr. Reuther 
on a new contract. The latter has already announced 
that he will seek reductions in the work week, as 
well as other concessions which together will form 
the largest package that he has ever asked. This 
could mean a strike, or another large rise in labor 
costs which will make it necessary for the car mak- 
ers to boost prices again, and thus incur the risk of 
another dip in sales due to consumer resistance. 


Outlook For Independents Still Bleak 


Among the independents, both Studebaker-Pack- 
ard and American Motors have been making prog- 
ress in reducing costs. But profits, if any, will be 
small, owing to their curtailed volume this year. 
American Motors output in the first quarter declined 





a 








to 24,702 units, compared with 42,262 in the first 
quarter of last year. Rambler, American Motors | 
economy car, however, has been making a better | 
showing in recent weeks. The stock interest pur- 
chased in American Motors by Louis Wolfson, Pres- 
ident of Merritt, Chapman & Scott may mean closer 
attention to costs and profits from here on. In addi- 
tion, it is well to remember that the big losses 
amassed by American Motors ever since the merger 
of Hudson and Nash have given this company an 
appeal to other corporations which might want to 
avail themselves of the loss carryforward provisions 
of the income tax laws. Hence. it is likely that some 
deal will be worked out under which control of 
American Motors will be achieved, to assure income 
tax savings to another company. In any event, it 
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A TER REC eS TTT SE | a RS NERS SSS a neem 
Comprehensive Statistics Comparing the Position of Leading Automotive and Rubber Companies* 
Autos & Trucks Tire & Rubber - 
Firestone Goodyear 

Figures are in millions, except Chrysler Ford General International Tire & Goodrich Tire & U.S. 
where otherwise stated. Corp. Motor Motors Harvester Rubber (B. F.) Rubber Rubber 
CAPITALIZATION: 
Long Term Debt (Stated Value) $ 187.5 $ 58.6 $ 300.0 $ 100.0 $ 105.7 $ 469 $ 243.0 $ 174.4 
Preferred Stocks (Stated Value) $ 285.9 $ 81.46 $ 4.4 $ 65.1 
No. of Common Shares Outstanding (000) 8,710 54,014! 277,418 13,875 8,112 8,931 10,361 5,516 
Capitalization $ 405.2 $ 328.6 $1,052.3 $ 736.6 $ 160.8 $ 136.2 $ 2948 $ 267.1 
Total Surplus $ 428.4 $1,717.4 $3,831.6 $ 124.5 $ 354.3 $ 233.2 $ 3625 $ 178.5 
INCOME ACCOUNT: iFscal Year Ended 12/31/56 12/31/56 12/31/56 10/31/56 10/31/56 12/31/56 12/31/56 12/31/56 
Net Sales $2,676.3 $4,646.9 $10,796.4  $1,252.0 $1,115.1 $ 724.1 $1,358.7 $ 901.2 

Deprec., Depletion, Amort., etc. $ 119.0 $ 261.8 $ 347.2 $ 33.6 $ 369 $ 19.4 $ 38.1 $ 21.8 

{| Income Taxes $ 2235 $ 242.2 $ 894.0 $ 35.0 $ 59.2 $ 43.0 $ 663 $ 29.7 
Interest Charges, etc. $ 5.8 $ 6 $ 9.8 $ 3.5 $ 4.3 $ 1.8 $ 9.1 $ 5.7 
Bal for C $ Ws $ 236.5 $ 834.4 $ 43.9 $ 60.3 $ 437 $ 624 $ 266 
Operating Margin 1.5% 9.5% 15.1% 6.2% 10.9% 11.4% 9.9% 7.7% 
Net Profit Margin 6% 5.0% 7.8% 3.9% 5.4% 6.0% 4.5% 3.5% 
Percent Earned on Invested Capital 3.0% 11.9% 18.4% 6.5% 14.7% 13.5% 15.0% 11.7% 
Earned Per Common Share* $ 2.29 $ 438 $ 3.01 $ 3.16 $ 7.43 $ 490 $ 6.03 $ 4.83 
BALANCE SHEET: Fiscal Year Ended 12/31/56 12/31/56 12/31/56 10/31/56 10/31/56 12/31/56 12/31/56 12/31/56 
Cash and Marketable Securities $ 204.7 $ 215.1 $ 672.1 $ 154.1 $ 45.3 $ 73.3 $ 506 $ 33.3 
Inventories, Net $ 312.2 $ 597.4 $1,719.6 $ 320.7 $ 241.6 $ 147.2 $ 317.0 $ 252.1 
Receivables, Net $ 124.6 $ 134.9 $ 570.7 $ 98.1 $ 194.9 $ 123.0 $ 1969 $ 138.3 
Current Assets $ 669.3 $ 967.1 $2,962.5 $ 573.0 $ 481.9 $ 343.6 $ 5646 $ 423.8 
Current Liabilities $ 461.1 $ 683.1 $1,216.5 $ 147.9 $ 160.6 $ 98.5 $ 113.3 $ 138.0 
Working Capital $ 208.2 $ 284.0 $1,746.0 $ 425.1 $ 321.3 $ 245.1 $ 4513 $ 285.8 
Current Ratio (C. A. to C. L.) 1.4 1.4 2.4 3.9 3.0 3.4 5.0 3.0 
Fixed Assets $ 613.5 $1,686.0 $2,967.8 $ 313.6 $ 214.0 $ 151.4 $ 276.7 $ 163.2 
Total Assets $1,294.7 $2,792.6 $6,569.4 $1,009.2 $ 705.2 $ 519.1 $ 852.3 $ 609.4 
Cash Assets Per Share $ 2350 $ 398 $ 242 $ 11.11 $ 558 $ 810 $ 488 $ 6.04 
Inventories as Percent of Sales 11.6% 12.8% 15.9% 25.6% 21.7% 20.3% 23.3% 27.9% 
Inventories as % of Current Assets 46.5% 61.7% 58.0% 56.3% 50.1% 42.8% 56.3% 59.5% 

*—Data on dividend, current price and yields of auto and truck stocks !—Includes Class “A”, “B’’ and Common shares. 
in table on page 225. For article on rubber industry see page 228. 

















is doubtful whether American Motors has poten- 


tialities as a large volume producer, and its position 


in Rambler may be threatened if Ford or any other 
member of the Big Three should decide to produce 
a car of the dimensions of the Rambler. 
Studebaker-Packard, under its management con- 
tract with Curtiss-Wright, has been making rapid 
headway in getting on a profit-making basis by 
cutting costs. Roy Hurley, President of Curtiss- 
Wright, has stated that S-P will make a small profit 
this year. Nevertheless, S-P’s sales have dropped 


to low levels, with only 20,657 units made in the 


first quarter of 1957, against 38,460 for the same 
period of 1956. 

Two recent moves, however, appear to offer the 
hope of better times for S-P. The company has 
announced that it will introduce soon a standard 
size car in the under-$1800 class. This would be 
about $200 less than some competitive low priced 
models of the Big Three. Also, Studebaker-Packard 
has entered into a three-cornered deal with Curtiss- 
Wright and Daimler-Benz A.G. of Germany, under 
which S-P dealers will be able to sell D-B cars. This 
should help to strengthen the S-P dealers’ picture, 
by giving them a broader line of cars to sell, At the 
same time, D-B’s fuel injection device and other 
automobile developments will become avavilable for 
S-P cars in the future. 
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Seven Factors Limiting Sales Growth 


Reviewing the entire auto picture, it appears 
that many unfavorable factors are still operating 
which may prevent the industry from showing any 
substantial gain in sales for the next year or more. 

Here are some of these factors: 

1. Installment credit has been extended in in- 
creased volume during recent years to make pos- 
sible sales averaging almost 6 million cars a year. 
Further growth of installment credit may be checked 
or restricted by the Federal Reserve Board, through 
indirect measures. 

2. The industry probably has an excess capacity 
of 2 or 3 million a cars a year, as a result of an 
expansion program. It may well be asked whether 
this expansion was perfectly timed since it means 
higher costs under present conditions. 

3. The trend in design towards longer, lower and 
wider cars of higher horsepower, has met with 
some unfavorable publicity, although this may be 
completely unjustified. Also, trends in styling have 
been somewhat confusing to the public, with some 
makers favoring fender “fins”, while others have 
adopted sculptured body effects. 

4. Dealers have invoked Congressional aid since 
1955 to get legislation to block factory pressure for 
higher sales volume. (Please turn to page 256) 
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DEMONSTRATING STABILITY 


By OLIVER NORTON 


l n spite of a sharp decline in sales of original 
equipment tires for new automobiles, the rubber 
industry managed to hold its sales last year within 
striking distance of the all-time peak reached in 
1955. 

The industry, moreover, exhibited unusual steadi- 
ness in earnings in the face of a drop in the price 
of natural rubber from 52 cents a pound in Decem- 
ber, 1955, to 26 cents a pound in May 1956. The 
current price is around 33 cents. 

In the past, such a sharp drop in natural rubber 
prices would have set off a wave of price slashing 
on tires which would have crippled the industry’s 
earning capacity. Inventory losses on natural rubber 
would have been enormous, The increasingly im- 
portant role played by synthetic rubber in tire pro- 
duction has changed all this, giving the industry an 





increased measure of stability, since synthetic prices 
remained stable at 23 cents a pound. 

The gains in sales of tires for replacement, plus 
successful diversification of the industry in chemi- 
cals, mechanical and foam rubber goods, and in 
many other non-automotive products, together with 
greatly expanded sales and earnings derived from 
foreign tire-making subsidiaries, enabled the rubber 
manufacturers to ride out a disappointing year in 
sales of tires for new cars in this country. 

But, the rubber industry since 1955 has failed 
to show the dynamic growth characteristics which 
it exhibited in earlier years. Such growth will un- 
doubtedly come in the 1960s, but the picture for 
1957, appears to be one of a gradual rise in sales 
and profits in the rubber industry. 

Sales of tires as well as non-automotive products, 
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on balance, appear likely to register small gains 
this year over 1956. The total volume could well 
rise to a new record, exceeding the previous peak 
of 1955 by a small margin. Some companies, par- 
ticularly Goodyear, Firestone and General should 
lso be able to set a new record in net profit. 

Goodyear, as the most important supplier of 
(‘hrysler, appears to be set for an excellent year. In 
956, Goodyear set a new peak in sales of $1.358 
illion, and a new record in net income, equal to 
6.02 a share, compared with $5.76 a share in 1955. 
““he company feels that all of its products should 
how sales gains this year. 

Firestone’s sales are continuing to run ahead of 
956. In the first fiscal quarter ended Jan. 31, 1957, 
‘irestone showed sales of $268 million against 
264.9 million in the same period of 1956. For the 
seal year ended last Oct. 31, Firestone had record 
ales of $1.115 billion, and a net profit of $7.43 a 
hare, versus $6.81 a share in the previous fiscal year. 

Goodrich’s sales were $3.4 million higher, at 
183.7 million, in the first quarter of this year, but 
iet income remained unchanged at $1.14 a share. 
“or 1956, Goodrich sales were down nearly $31 
nillion, to $724 million, compared with 1955, a 4 
ver cent dip. Net profit was 6.2 per cent lower at 
54.90 a share. 

U. S. Rubber showed a dip in first quarter profit 
o $1.25 a share, 11 per cent lower than in the same 
veriod of 1956. But the management, nevertheless, 
is forecasting new records in sales and earnings 
his year. 

General Tire, whose diversification has been even 
nore far-reaching than that of its major competi- 
tors, has been able to record an unusual rise in net 
income. In the first quarter, its sales rose to $95.5 
million, against $83.5 million in the same period 

of 1956, while net profit was boosted to $1.95 a 
share, against $1.40 in 1956. The company’s strong 
situation in rocket motors and propellants, through 
its control of Aerojet-General, which has a defense 


backlog of $500 million, has given it a speculative 
appeal exceeding that of the company’s larger com- 
petitors. Earnings this year may well total $8.50 a 
share, including the consolidation of earnings of 
the RKO-Teleradio subsidiary. In 1956, net was 
$6.65 a share (fiscal year ended Nov. 30) against 
$7.38 a share in 1955. Impressive gains were record- 
ed by General in its tire business, with great em- 
phasis on original equipment sales. 


Replacement Market Sustaining Earnings 


The rather disappointing showing of the auto 
industry in the first quarter has not apparently had 
a very damaging effect on most rubber companies. 
New car output and sales have run at a level which 
indicates that the expected 6.5 million unit year 
will not be achieved this year. Hence, original equip- 
ment tire sales are likely to run at least 2 million 
casings lower than sales forecasts made several 
months ago for 1957, although they should be fully 
equal to the total for 1956. 

But these disappointing original equipment sales 
have been offset by more active business in replace- 
ment tire sales. As against estimates of replacement 
sales of 5214 million units, early this year, it now 
appears that this demand will account for at least 
55 million passenger car tires. This would represent 
an increase of 6 per cent over last year, and of 10 
per cent over 1955. The high output of new cars 
in 1955 is being reflected in heavy replacement 
sales this year. 

Hence, overall tire sales this year should be at 
least 110 million units, against 105.0 million in 1956. 

Much will depend on the industry’s price policies. 
With labor costs moving up again, as a result of 
the Goodrich settlement with the rubber union the 
industry will have to raise prices or sustain a reduc- 
tion in profit margins, Business is highly competitive 
owing to the rise of production capacity, which has 
outstripped sales, (Please turn to page 248) 











U. S. Rubber 4.29 5.24 


1_Plus stock. *—Latest 1957 rate. 





Dayton Rubber: Sales continue to show steady growth in foam rubber and 
industrial uses. (B2) 


Firestone Tire & Rubber: Another record in sales and earnings appears 
likely this year. Quarter ended Jan. 31 shows continuation of favorable 
| trend of 1956. (Al) 


General Tire: This dynamic growth company has quadrupled sales since 1949. 
It may be more vulnerable, however, in any recession. (B2) 


Goodyear: One of two largest rubber companies, Goodyear’s earnings have 
shown steady growth and increased stability. (Al) 
RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 











Leading Tire & Rubber Companies 


—Earnings Per Share — - Dividends Per Share ~ Recent Div. Price Range 

1954 1955 1956 1954 1955 1956 Price Yield 1956-1957 

Dayton Rubber $1.38 $2.86 $2.79 $1.25 $:.00 $1.40! 20 7.0% 2414-1678 
Firestone Tire & Rubber 5.03 6.82 7.43 1.87%2 2.50 2.60 93 2.7 98 -68 

General Tire & Rubber 2.89 7.67 6.91 2.00 2.00! 12.00- 75 2.6 7658-47" 
Goodrich (B. F.) 4.40 5.26 4.90 1.60 1.90 2.20 72 3.0 8914-66 
Goodyear Tire & Rubber 5.04 5.90 6.03 1.62'2 2.00 2.40! 80 3.0 84 -60 

Lee Rubber & Tire 1.66 2.06 1.90 1.33 1.35 1.20 19 6.3 2278-1858 

Seiberling Rubber .02 2.35 2.05 30 .60! 14 4.2 2158-12" 

2.00! 6072-3958 


4.83 2.00 2.00! 43 4.6 


Goodrich: Company’s first three months of 1957 showed maintenance of 
profits and sales up, representing improved trend compared with 1956. (A2 


Lee Tire: Company's net affected by reduced margins on truck tires in 1956. 
Prospects for current fiscal year considerably better, with first quarter show- 
ing upturn in net. (B1) 


Seiberling: Net and sales down last year more than larger producers. (C3 


U. S. Rubber: Dip in sales and net last year should be followed by good 
upturn in earnings owning to cost-cutting program. (A2 








1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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Auto Accessories 
in Light of 
Increased 

Diversification 


By LAWRENCE JACKSON 


Athough there appears to be little likelihood 
that automobile production will score any shary 
gains over the 1956 performance, the manufacturers 
of parts and accessories for the industry should not 
have to contend with the precipitous drop in produc- 
tion they experienced in the latter part of last year. 


AUTOMOBILES The immediate outlook, therefore is for a more stable 















AND TRUCKS level of operations and moderate profits increases 

“ae for better situated companies in the field. 
: The sharp curtailment of new car production cul- 
| § NAY minating in late 1956, allowed dealers to work their 
. 2 stocks on hand down to the lowest level in years. The 
Z_ industry therefore, entered the 1957 year on a more 


sanguine note, predicting sales of 6,500,000 cars 
compared with 5,900,000 in 1956. Most parts manu- 
facturers were inclined to take a more cautious atti- 
tude, however. The experience of last year had a 
chastizing effect on those who have been backward 
in reducing their dependence on the auto industry, 
and accelerated the rush to diversify as companies 
in the field became increasingly aware that the 
double impact of a volatile sales pattern in the new 
car market and the inexorable movement toward in- 
tegration by the large car manufacturers can spell 
death to some of the weaker units, 

Through the first quarter of 1957 new car and 
truck sales have failed to match industry predic- 
tions, but the effect on the producers of parts and 
accessories has been moderated considerably for 
most of the companies in the field by their increased 
activities in other industries. Diversification has 
been proceeding so rapidly in the last few years, and 
has spread into so many different segments of the 
economy that no one brush can possibly paint the 
entire industry. Parts makers now vary from com- 
panies with great dependence on the major auto 
companies, such as Electric Auto-lite, closely allied 
with Chrysler Corporation, and Hayes Industries, 
heavily dependent on Ford and General Motors, to 
companies that have become highly diversified in- 
dustrial organizations with differing degrees of de- 
pendence on their automotive lines. Bendix Aviation, 
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Comparative Earnings and Dividend Records of Leading Auto Accessory Companies 











- Earnings Per Share ——Dividends Per Share—_—— Recent Div. Price Range 
1954 1955 1956 1954 1955 1956 Price Yield 1956-1957 
Bendix Aviation $5.62 $5.66 $5.04 $1.00! $2.10 $2.40! 61 3.9% 64%-48'2 











Bohn Aluminum & Brass 






Borg-Warner 
Budd Co. 


clevite Corp. 





4 66 

3.27 
1.60 
1.33 


4.17 


5.17 
3.34 
2.54 


1.80 
4.01 
1.97 
2.06 





70 
1.66 





1.00 
1.15 


1.55 
1.92 
1.25 
1.25 









2.00 
2.40 
1.40 
1.15 





5.2 





5.4 
7.0 
5.4 





2934-17 
5072-384 





2134-178 





244-18 

















-aton Mfg. 47 48 53 
lectric Auto-Lite 45 6.31 1.47 
lectric Storage Battery 6.86 2.32 3.20 
joudaille Industries 97 1.81 2.02 
‘elsey-Hayes Co. 3.48 6.06 5.28 
King-Seeley 3.94 4.76 3.78 
ibbey-Owens-Ford Glass 4.64 6.93 5.59 
Aidland Steel Products 3.91 7.52 4.20 
Aotor Wheel 2.04 3.54 1.70 
lational Aut tive Fibres °c 1.97 "1.66 
Raybestos Manhattan 4.45 5.95 6.54 
Rockwell Spring & Axle 2.65 3.79 2.51 
Smith (A. O.) Corp. 5.41 6.01 7.10 
Stewart-Warner 2.05 4.27 4.41 
Thompson Products 4.25 4.03 4.60 
Timken Roller Bearing 4.40 9.13 9.00 
Young (L. A.) Spring & Wire 3.32 42 3.45 


i_Deficit. 1—Plus stock. 


Bendix Aviation: Highly diversified, especially in aviation and electronics. 
Excellent earnings record should be maintained. 2 


Bohn Aluminum & Brass: Sells approximately 30% of its castings to the 
motor industry. Depressed non-ferrous metals prices depressing current 
performance. (C3 


Borg-Warner: Prospects are for slightly higher sales but little earnings 
betterment. Well diversified and aggressive. (B2 


Budd Co.: A major body maker with spotty record. Good progress being 
made in lowering dependence on auto industry. (C 


Clevite Co.: Derives over 50% of business from sale of parts. Improved earn 
ings from more stable operations likely. 


Eaton Mfg.: Strong producer of car and truck parts, accounting for over 
75% of sales. Aggressively diversifying to reduce over-all reliance on auto 
business. Earnings rise likely. (B1) 


Electric Auto-Lite: Closely allied with Chrysler, original equipment sales 
bring largest share of revenues. Earnings improvement likely over badly 
depressed 1956 results, as indicated by $2.31 per share earnings in first 
quarter against $0.74 a year ago. (B1) 


Electric Storage Battery: Strong replacement parts demand, plant moderni- 
zation and internal reorganization may halt earnings downtrend. (C2 


Houdaille Industries: Aggressive acquisition program has reduced importance 
of parts sales. Moderate earnings improvement probably from broadened 
sales base. (C1) 


Kelsey Hayes Co.: Major upswing in aviation sales and steadier auto 


operations indicate earnings betterment. (B1) 


King Seeley: More stable operation should renew earnings growth trend. 
Strong retain connection with Sears-Roebuck as outlet for ‘do-it-yourself 
power tools, provides good diversification. (B2) 


Libby-Owens-Ford Glass: One of the leading safety glass producers, earn- 
ings improvement will depend, to a large extent, on General Motors pro- 
duction in latter part of year. (B2) 


Ratings: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


*—Latest 1957 rate. 


3.00 3.00 3.50 58 6.0 66 -51'2 
1.50! 2.50 2.00 37 5.4 415-30 
2.00 2.00 2.00! 32 6.2 3614-2558 
90 25! 1.00! 20 5.0 21 -125% 
1.50 2.00 2.40 41 5.8 48 -30 

2.00 2.12 2.50 32 7.8 4032-29 

2.85 3.15 3.60 75 4.8 98 -6834 
3.00 4.00 3.00 46 6.5 4758-38 

2.00 2.00 1.60- 21 7.6 3214-20% 
1.25 1.00! JS” 12 164-11 

3.00 3.00 3.40 56 6.0 5934-484 
2.00 2.00 2.00! 30 6.6 374-257 
2.00 2.20 2.80 71 3.9 73'8-50'2 
1.95 1.95! 2.00! 40 5.0 4114-30 
1.10 1.40 1.40 85 1.6 87'2-48% 
3.00 4.00 4.00- 100 4.0 10234-62'4 
2.00 1.00 2.00 32 6.2 3638-24 


'—No dividend action 10-25-56. 


Midland Steel Products: Heavily dependent on sales to automotive indus- 
try, more stable operation and absence of extraordinary expenditures 
should improve earnings. (Cl 


Motor Wheel: Moderate sales improvement probable, but poor first quarter 
results indicate little earnings improvement of chance of restoring dividend 
cut. 


National Automotive Fibre: Sales should increase to the auto industry, 
but unstable conditions in textile industry likely to remain a drag on earn 
ings. 


Raybestos Manhattan: Financially strong and well represented in other 
fields, outlook is for improved earnings. $3.40 dividend provides attractive 
yield. (Bl 


Rockwell Spring & Axle: Sales of auto parts and materials handling equip- 
ment should increase moderately, but no sharp earnings increase seems 
likely. Farm equipment operations seem laggard. (B3 


Sm‘th (A. O.) Corp.: Keen competition among frame makers may keep auto 
results down, but some profit improvement likely from pipe sales to oil 
and gas industry. (Bl 


Stewart-Warner: Increasing replacement business should help company’s 
line of lubricating equipment. Aviation sales may improve, but air con- 
ditioning business may hold back earnings betterment. (B2) 


Thompson Products: Highly diversified, major producer of auto parts and 
equipment. First quarter results sharply higher indicates continuation of 
growth trend. (Al) 


Timken Roller Bearing: Despite increasing competition, company remains 
most important bearings manufacturer. Earnings record is good. Some 
increase probably this year. (Al) 


Young (L. A.) Spring & Wire: Reliance on auto spring business is heavy, 
but progress is being made in developing new interests. Strong competition 
suggests no earnings improvement for 1957. (C2) 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trerd. 
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one of the more completely diversified members of 
the industry, now derives less than 20% of its reve- 
nues from the sale of automotive equipment. Its 
activities in the aviation and electronic industries 
did much to offset its poor automotive showing last 
year.~ 

With the companies in the field differing so widely, 
the size of the new car market and the level of re- 
placement parts sales will obviously fall with un- 
equal weight on the industry’s members. The lesson 
is not going unheeded by those companies who have 
not yet progressed far along the diversification trail. 

Some companies have deemed the struggle fruit- 
less and have added their names to the growing list 
of firms who have left the industry entirely in re- 
cent years. Following in the footsteps of Briggs 
Manufacturing who sold out to Chrysler a vear ago, 
and others, Motor Products placed its automotive 
facilities on the auction block at the end of 1956 and 
entered the aviation field. Pressed Metals of America 
discontinued operations in March, 1957 after a dis- 
mal 1956, and Vinco, a small Detroit producer has 
begun its exodus from the industry. 


immediate Future Brighter 


But for those who remain, the immediate future 
appears a little brighter. The major automobile 
manufacturers have been integrating their opera- 
tions steadily in recent years, but the movement, 
though a disturbing one for the parts makers, has 
not yet proceeded so far that they are not still 
greatly dependent on their suppliers. General Mo- 
tors, in addition to its position as the largest car 
myker is also the largest producer of parts and ac- 
cessories, but it still purchases over 50% of its parts 
requirements on the outside. Chrysler and Ford have 
taken big steps forward in their attempt to catch up 
to GM’s level of integration, but they now contract 
for from 60% to 70% of their parts. 

Generally, these companies produce only those 
parts which they feel can be handled more cheaply 
or efficiently within their own organizations, or 
where they feel that outsiders have neither the de- 
sire nor the facilities to conduct research and de- 
velopment programs for new products or cheaper 
production methods. Actually, the parts makers do 
conduct such programs, and many of the lower cost 
materials and new products which have become an 
integral part of luxury cars have been developed 
in their laboratories. Most recently, fuel injection 
systems, automobile air-conditioning and air springs 
were developed principally by suppliers and will 
probably find their way into general production 
in the next few years. 

As a matter of fact, the high cost of research, 
added to the lower volume of cars produced in 1956 
and the high costs incurred in retooling for the 
new 1957 model cars, was a vital contributing factor 
to the poor earnings most companies realized from 
their automotive business last year. 

The auto makers will continue their integration 
policies and increase the uncertainties of the parts 
business, but they will remain very much in the 
market for many standard items and good new 
products which come along. Within the parts in- 
dustry, therefore competition will remain keen, 
heightening the pressure to develop new products, 
metheds and materials. 
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—f the 
Comprehensive Statistics Compu ; 
Borg- 
Figures are in millions, except Bendix _— 
where otherwise stated. Aviation 
CAPITALIZATION: $ 23.3 
Leng Term Debt (Stated Value) $ 15.9 
Preferred Stocks (Stated Va!'ue) 8,827 
No. of Common Shares Outstanding (000) 4,812 , 60.4 
Capitalization $ 24.0 ($232.9 
Total Surplus $153.0 | 
2/3 
INCOME ACCOUNT: Fiscal Year Ended 9/30/56 |$598.5 
Net Sales $581.4 ($15 
Deprec., Depletion, Amort., etc. $ 8.0 (§ 35 
Income Taxes $ 24.0 
Interest Charges, etc. $ 1.3 #35 
Balance for Common $ 24.2 1 
Operating Margin 8.1 % 5 
Net Profit Margin 4.2%} 12 
Percent Earned on Invested Capital 13.7% |§ 4 
Earned Per Common Share* $ 5.04 i, . 
BALANCE SHEET: Fiscal Year Ended 9/30/56 [8 58. 
Cash and Marketable Securities $ 22.3 124 
Inventories, Net $121.4 [§ 89 
Receivables, Net $108.1 [$272 
Current Assets $251.9 [$90 
Current Liabilities $139.4 [$182 
Working Capital $112.5 3. 
Current Ratio (C. A. to C. L.) 1.8 [§114. 
Fixed Assets, Net $ 58.6 [$404 
Total Assets $321.7 BB 6: 
Cash Assets Per Share $ 4.64 20: 
Inventories as Percent of Sales 20.8% | 45. 
Inventories as % of Current Assets 48.2% 
*—Data on dividend, current price of stocks and 
yields in supplementary table on preceding page. 
1_Includes property taxes and rent. — 
cha 
Greater Stability Indicated an 
pat 
The character of integration among the automo-|mis 
bile manufacturers has also had a moderating effect} wh: 
on over-all sales of the parts makers in the first}and 
quarter of this year and has been a contributor to}abs 
the more stable level of operations. Both Ford and/dep 
Chrysler, more heavily dependent on suppliers, have}eve 
increased their share of the new car market so far}ma 
this year, largely at the expense of General Motors. } act 
Those companies heavily dependent on GM were)of : 
hurt, but others in the industry benefited consider- jen 
ably from the pickup by the second and third rank-}is | 
ing car makers. ipa 
More stable performance also seems assured while 
the automobile companies continue their present 
policy of gearing production schedules more closely 
to dealer orders, reducing the possibilities of sharp| - 
and sudden cutbacks later in the year if sales lag jis 
too far behind forecasted levels. Furthermore, the | ha: 
automotive suppliers will not have to contend with /¢a 
expensive complete model changes at the end of | po 
the current year by Chrysler and Ford, although fici 
there is some talk that General Motors will intrc- |W: 
duce radical new styling. Companies whose activ:- }d0 
ties require very heavy capital outlays when models 
ME 
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the Position of Leading Auto Accessory Companies 








el a AO ; see - 
. Eaton Electric Libbey- Rockwell Timken 
Borg- Budd Mfg. Electric Storage Owens- Spring Stewart- Thompson Roller 
Bendix | Warner Co. Co. Auto-Lite Battery Ford Glass & Axle Warner Products Bearing 
Aviation ae“ ie one ee rie a= i a ig C- : 
$ 23.5 $ 31.1 $ 32.7 $ 13.3 
$ 15.9 $ 12.5 $ 8.6 
8,827 4,346 1,838 1,601 1,110 5,212 4,746 1,502 2,752 2,421 
4,812 60.4 $ 65.3 $ 3.6 $ 40.7 $ 11.5 $ 52.1 $ 23.7 $ 7.6 $ 35.7 $ 25.0 
» 24.6 232.9 $ 90.0 $ 79.7 $ 94.8 $ 50.8 $ 88.2 $ 82.8 $ 34.4 $ 75.2 $ 86.1 
_ 2/3) /56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/55 12/31/56 12/31/56 12/31/56 12/31/56 
)/ 30 / 56 ($598.6 $307.8 $227.1 $231.5 $ 94.8 $259.1 $249.5 $121.2 $306.5 $214.4 
581.4 [§ 15.0 $ 7.1 $ 5.6 $ 8.2 $ 2.3 $ 18.0 $ 8.5 $ 1.5 $ 7.0 $ 5.9 
8.0 i$ 35 S$ OF $ 14.3 $ ®& $ 37 $ 39.5 $ 12.7 $ 7.7 $ 13.8 $ 24.7 
24.0 | $ 4.2! . 21 $ 3 $ 17 
1.3 § 35.3 $ 8.5 $ 12.9 $ 2.3 $ 3.5 $ 29.1 $ 11.9 $ 66 $ 12.6 $ 21.7 
24.2 11.5% 5.6% 11.8% 1.7% 7.4% 24.7% 9.4% 11.5% 9.3% 21.1% 
8.1 % 5.)% 2.9% 5.7% 1.0% 3.7% 11.2% 4.7% 5.4% 4.2% 10.1% 
42%) 12..% 7.3% 15.5% 2.2% 5.8% 20.7% 11.1% 15.7% 13.3% 19.6% 
13.7% 1$ 4.01 $ 1.97 $ 7.06 $ 1.47 $ 3.20 $ 5.59 $ 251 $ 4.41 $ 4.60 $ 9.00 
aad 12/3) /56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 
30/56 §§ 58. $ 36.0 $ 9.1 $ 9.4 $ 3.5 $ 28.4 $ 19.9 $ 9.6 $ 10.8 $ 14.5 
22.3 124 $ 45.0 $ 32.9 $ 47.5 $ 20.2 $ 29.6 $ 45.7 $ 21.9 $ 74.3 $ 60.5 
121.4 89 $ 25.4 $ 21.0 $ 30.5 $ 14.3 $ 12.3 $ 27.3 $ 18.0 $ 44.6 $ 15.7 
108.1 $272 $108.6 $ 64.2 $ 89.0 $ 28.6 $ 70.4 $ 93.0 $ 49.6 $129.8 $ 90.9 
251.9 1§ 90.5 $ 42.3 $ 33.0 $ 23.4 $ 68 $ 27.4 $ 45.7 $ 16.5 $ 93.9 $ 23.1 
139.4 ($182.4 $ 66.3 $32 $ 65.6 $ 31.8 $ 43.0 $ 47.3 $ 33.1 $ 35.9 $ 67.8 
112.5 3.0 2.5 oo 3.8 5.6 23 2.0 3.0 1.4 3.9 
1.8 [$114.2 $ 86.9 $ 51.5 $ 69.6 $ 27.3 $ 70.2 $ 58.4 $ 11.2 $ 57.3 $ 44.4 
58.6 [$404.1 $197.1 $116.4 $159.0 $ 67.9 $173.5 $152.3 $ 63.5 $204.9 $139.2 
321.7 §$ 666 $ 8.30 $ 4.99 $ 5.89 $ 3.20 $ 5.45 $ 4.19 $ 6.39 $ 3.93 $ 6.02 
4.64 20 8% 14.6% 14.5% 20.5% 21.3% 11.4% 18.3% 18.1% 24.2% 28.2% 
20.8% | 457% 41.4% 51.3% 53.4% 52.4% 17.0% 49.2% 44.2% 57.3% 66.6% 
48.2% | 
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change should benefit particularly. Budd Company, 
a major producer of bodies and other automotive 
parts, Dana Corporation, a major axle and trans- 
mission manufacturer, and Midland Steel Products, 
who derives 90% of its business from the sale of truck 
and car frames, should enjoy a happier 1957 in the 
absence of these expenditures, despite their heavy 
dependence on the automobile industry. Budd, how- 
ever, aware of the growing tendency for the car 
makers to do their own stamping, has been taking 
active steps to lower its reliance on that element 
of its business. It has branched out into the atomic 
‘energy field, the railway equipment industry, and 
is making headway in the production of jet engine 
parts and plastics. 


Replacement Business Rising 


Another bright spot on the supplier’s horizon 
is the outlook for replacement parts. This business 
has been growing rapidly in the last few years and 
tan be expected to accelerate as the large crop of 
post-war cars become older and require more serv- 
icing and parts replacement. Since the end of World 
War II motor vehicle registrations have more than 
doubled in the United States, reaching a total of 
MAY 
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52,173,000 at the end of 1955, the last year for 
which full figures are available. Of that number, 
by far the greatest percentage were over five years 
old, and the proportion will increase quickly as the 
record number of cars manufactured since the 
Korean Emergency began to mature. Combined 
truck and bus registrations similarly doubled in the 
period and now amount to 10,500,000 units. Total 
parts and accessories sales increased considerably 
after the war to a new high of $2.45 billion in 1948. 
As the supply of new cars increased however, sales 
dropped, only to pick up again in the period of cur- 
tailed car production during the Korean War. The 
new drop was arrested in 1955 as sales moved ahead 
for the first time in a number of years, to a total 
of $1.7 billion. Though unavailable at present, the 
1956 figure will probably approach $2.0 billion. 
These figures have particular significance for 
those companies whose activities are not tied closely 
to original equipment sales, but who rely on the 
replacement market for their principal revenues, 
or those companies with particularly well established 
national lines and strong retail connections. Gould- 
National Batteries, closely allied with Sears-Roe- 
buck, has reduced its reliance on the auto industry 
considerably, and (Please turn to page 252) 











Mixed 


At this writing the market’s 
trading-swing recovery from the 
Febuary low point has been main- 
tained for over 10 weeks and its 
scope has been materially en- 
larged. Such is the story told by 
“the averages.”’ But in most trad- 
ing sessions there continues to be 
no great difference between total 
ups and downs in individual 
stocks. Depending on what stocks 
you hold, this is a strong market, 
or a soft market or a do-little 
market. Most investors with di- 
versified portfolios have some 
winners, some losers and some 
duds. It is sound general policy 
to stay with your winners as long 
as they are not seriously over- 
priced. Your losers and duds 
should be critically re-examined 
to see whether more patience with 
them is justified or whether judi- 
cious switching is in order. 


Frontrunners 


Among stocks which are out- 
gaining the market at this time 
are Chrysler, duPont, Eastman 
Kodak, National Lead, Florida 
Power, McGraw-Hill, General 
Electric, Grand Union, Texas 
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Utilities, McGraw-Edison, Min- 
nesota Mining & Mfg., Southwest- 
ern Public Service, Outboard Ma- 
rine, Air Reduction, American 
Cyanamid, Atlantic Refining, Cen- 
tral & South West, Cooper Besse- 
mer, Corning Glass, Florida Pow- 
er & Light, General Cigar, Kro- 
ger, Minneapolis-Honeywell, Pep- 
si-Cola, Pullman, Schering, Sin- 
clair Oil, Socony Mobil, Standard 
Oil of California, Standard Oil 
(New Jersey), Texas Company. 


Soft 


Stocks performing poorly at 
present include Atlas Corp., Bu- 
cyrus Erie, Commercial Solvents, 





Delta Air Lines, Diamond Alka! 
Ferro Corp., Firth Carpet, Mo 
rell, Spencer Chemical, Rexal 
Drug, Gar Wood, Hudson kaj 
Mining, National Gypsum, Rell 
able Stores, Boston Edison, Dian 
Stores, Ward Baking, Jaeger Maj 
chine, Lone Star Cement, Boh 
Aluminum, Bell Aircraft, Nation 
al Gypsum, American Seating 
Industrial Rayon, Internationa 
Harvester, U. S. Lines, Riegée 
Paper, and United Air Lines. 


Rails 


Following a relatively modes 
rally to April 10 and subsequen 
narrow -range fluctuation, thé 











Atlantic Refining 
Champlin Oil & Refining 
Blaw-Knox Co. .......... 
Pittsburgh Consol. Coal 
Robertshaw-Fulton Controls 
Texas Instruments, Inc. 
Chance Vought Aircraft 
Int’l. Business Machines 
Lehn & Fink Products 
Monarch Machine Tool 














INCREASES SHOWN IN RECENT 


1957 1956 
Quar. Mar. 31 $1.61 $1.32 
Quar. Mar. 31 JS 56 
Quar. Mar. 31 1.23 85 
Quar. Mar. 31 .68 58 
Quar. Mar. 31 84 62 | 
Quar. Mar. 31 -25 16 
Quar. Mar. 31 93 .69 
Quar. Mar. 31 3.57 2.85 
. Quar. Mar. 31 74 55 | 
Quar. Mar. 31 84 53 | 
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jong-laggard rail list shows ten- 
tative current “leanings” toward 
some degree of upside break-out. 
There is nothing in the earnings- 
dividend trend to support any 
great advance, but rails appear 
sufficiently depressed to facilitate 
more technical rally and a partial 
catching up with industrials. That 
would be in line with the usual 
rctation of leadership that devel- 
ops in a market upswing—assum- 
ing that the latter, even though 
a trading-range affair, can go 
further. Among the better-situ- 
aied rails are Southern, Seaboard, 
Il'inois Central, Atchison, Kansas 
Cty Southern, Union Pacific and 
Western Pacific. 
Utilities 

Utilities, supported by assured 
moderate 1957 gains in over-all 
exrnings and dividends, plus 
promise of gradual long-term 
growth, continue to perform well. 
However, a pause, if not a minor 
correction, may be due for two 
reasons: (1) The favored issues 
in this section of the market have 
had sizable advances since Feb- 
ruary; and (2) bond yields, which 
influence investment demand for 
income stocks to some extent, are 
again easing. The bond market 
has given up much of its earlier 
1957 recovery because of heavy 
new offerings, uncertainty about 
Treasury financing and ‘the recent 
more cheerful sentiment about 
general business prospects for 
1957. Reduced concern about pos- 
sible recession, and _ increased 
hope that business will remain 
on a high plateau and possibly 
improve somewhat in the fourth 
quarter, mean increased belief 
that the Federal Reserve will 
stick to its tight-money policy. 


Other Groups 


Stock groups performing better 
than the market presently are 
bank stocks, electrical 


equipments, finance companies, 
office equipments, oils, food stores, 
natural gas, steels and sugars. 
Relatively depressed groups show- 
ing current rallying tendencies 
of dubious staying power are air 
lines, aluminum, coppers, and 
television-radio issues. Groups un- 
der current pressure include 
building materials, coal, farm 
equipment, metal fabricating, pa- 
per, textiles, department stores 
and railroad equipment. 
International Oils 

On average, stocks of U. S. in- 
ternational oil companies were 
well ahead of domestic oils at 
their 1956 highs of last July. 
They fell sharply into November, 
reflecting the Middle East crisis 
and the Suez Canal’s closing, but 
have now regained nearly all of 
their previous investment popu- 
larity. Most domestic oils reacted 
from last August to lows in Feb- 
ruary; and in subsequent recov- 
ery to date have lagged behind 
the internationals. The latter 
have the advantage of cheaper 
foreign crude oil supplies, the 
flexibility of diversified world- 
wide operations, and of the some- 
what faster growth rate in for- 
eign (especially European de- 
mand) than in domestic consump- 
tion. Comparable domestic oils 
sell at higher price-earnings ra- 
tios because of absence of any 
vulnerability to foreign crises. 
You pay your money and take 
your choice. Our choice for long- 
term investment holdings is to 
have portfolio representation di- 
vided about 50-50 between good 
international and good domestic 
oils. 


Comparisons 


On a ten-year comparison, 1956 
earnings of five leading interna- 
tional oils averaged 3.7 times 
those of 1946, against an average 
of 2.9 times’for five leading do- 
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| Dow Chemical Co. 

Eaton Mfg. Co. 

St. Regis Paper Co. 

Phelps Dodge Corp. 

Rayonier, Inc. ... 

American Airlines 

Ferro Corp. .... 

American Export Lines 

Bell & Howell . Rca 
Hudson Bay Mining & Smelt. . 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 
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1957 1956 
Quar. Febr. 28 $ .54 $ .61 
Quar. Mar. 31 1.66 2.10 


Quar. Mar. 31 65 95 








Quar. Mar. 31 1.50 2.55 
.. Quar. Mar. 31 36 .70 
Quar. Mar. 31 -12 .35 
Quar. Mar. 31 75 1.00 
.. Quar. Mar. 31 71 94 
.. Quar. Mar. 31 -28 38 
Quar. Mar. 31 1.23 2.60 








mestic oils, with 1956 earnings 
on the Dow industrial average 
about 2.5 times those of 1946. 
Taking the international group, 
the best ratios of 1956 to 1946 
earnings are the following: Jer- 
sey 4.07, Standard Oil of Cali- 
fornia 4.0 and Socony Mobil 3.88. 
Among comparable domestic oils, 
Shell makes an excellent showing 
with a ratio of 4.12, Sun Oil a 
good showing at 3.90. Phillips 
Petroleum has done well in 
growth of net income, but 1956 
per-share earnings were only 1.98 
times those of 1946 and only 1.08 
times those of five years ago. 
Reason? Too much convertible 
debenture financing, diluting per- 
share earning power. 


Recommendations 


We like Shell Oil for long-pull 
appreciation, although it is cer- 
tainly not cheap on medium-term 
earning power at 83; and the 
dividend yield is low. We recom- 
mended Socony Mobil around 49 
in our March 2 issue because it 
then appeared under-valued. It 
is now at 59, not particularly in- 
viting for new buying; but well 
worth holding for long-range 
purposes. Relative to indicated 
growth of earning power, 
strength in crude oil position and 
dividend pay-out, Standard Oil of 
California, around 51, is among 
the more reasonably priced in- 
ternationals on a long-pull per- 
spective. Sources of profits are 
roughly two-fifths foreign, three- 
fifths domestic. Foreign activities 


include principally the Middle 
East, Indonesia, Canada and 
South America. 

Comfortable 


National Lead is a comfortable 
stock to own and stay with more 
or less “for keeps”, even though 
it is high on current earnings. 
Few stocks can equal its postwar 
rate of gain in earnings and divi- 
dends, and culmination of growth 
is not in sight. There is no fret- 
ting about profit margins. First- 
quarter net income rose 8% from 
a year ago on a gain of little over 
3% in sales. For every quarter 
since the second quarter of 1952 
—and that makes 19 quarters, 
earnings were above the year- 
earlier level. A stock split may 
well be ahead. The stock recently 
surged through its 1956 high of 
12314 to a new all-time high of 
126. 

(Please turn to page 262) 
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THE BUSINESS FORECASTER OF 
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Trend 
Forecaster * 
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ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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*—Seasonally adjusted except stock and commodity prices. 
(a)—8 month moving average. 
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ACTIVITY 


Industrial Production 


(FRB INDEX 1947-1949-100) 
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This we have done in our new Trend Forecaster (developed | 


over a period of several years), which employs those indicatom 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down a 
corresponding change in our economy may be expected sev- 
eral months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. Wheo 
particularly favorable indications cause a rise that exceed: 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important cor. 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investmeni 
and business standpoints. 

Current Indications of the Forecaster 

Thus far in 1957, the components of the Trend Forecaster, 
while they continue somewhat mixed, have been developing 
increased downward tendencies. On the basis of the latest 
available figures, raw industrial commodity prices have con 
tinued to slip persistently downward. Average hours worked, 
an indicator which is given considerable weight by many ana- 
lysts, has also been in a persistent, if slight, downtrend since 
before the beginning of the year. Housing starts and new 
orders in durables industries have likewise suffered persistent 
weakness. The only strong spot has been nonresidential con- 
tract awards, which has benefited from the very high rate of 
placement of government construction contracts. 

In late 1956 and early 1957, the Relative Strength Meas- 
urement, which summarizes the behavior of the eight com 
ponent series, has worked its way steadily downward, and by 
March was at about a minus 2.4 level — approximately the 
level reached prior to the steel strike of mid-1956. It is thus 
approaching the critical level of minus 3 which has in the past 
been associated with the onset of recession. However, what 
slight statistical evidence is now available suggests that it is 
declining much less rapidly in the second quarter than in the 
first. The trend of the Relative Strength Measurement, and 
The Trend Forecaster itself, now calls for a clearly cautionary 
view of the period around mid-year. 
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CONCLUSIONS IN BRIEF 


IN DUSTRY — Production rates still slipping slowly, but 
no cumulatively. Factory employment trending slightly 
downward in a large majority of industries. Some 
fu. ther reduction in automobile production likely. Soft 
goods output remaining stable. 


TR ADE — Retail volume, about steady for the past five 
months, shows no developing strength. Durables 
vo ume still weakening slowly, but loss offset by rising 
ve ve of soft goods sales (mainly reflecting higher 
pr ces). The outlook: stable through the second quarter. 


MONEY AND CREDIT — The Federal Reserve still try- 
inc) to sense whether the wind is from inflationary or 
de‘lationary quarters, and is holding the line. Credit 
ecsing reported developing slowly for both long-term 
ard short-term funds. Interest rates: no nearby change. 


COMMODITIES—Basic raw materials now about stable. 


Two leaders in the commodity decline — copper and 
steel scrap — now reported stronger. Some slight 
strength may have been imparted by the Jordanian 
crisis, but commodity prices generally show no signs 
of sharp upturn. 





Analyst 
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MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMBER BANKS] 


BILLIONS OF DOLLARS 
| 
| 


TOTAL LOANS &/ 
INVESTMENTS | 
| 


DEMAND DEPOSITS | 


TOTAL LOANS 


INVESTMENTS IN 
U.S. GOVERNMENTS 


i 
COMMERCIAL LOANS 





$3 AMIJJASOND 


1954 1955 1956 




















MAY 11, 1957 





It is a fairly safe generalization that business in the 
second quarter of 1957 is not going to do anything sensa- 
tional, or even develop any very striking intimations of the 
future. For the moment, the situation seems to be locked in 
place, with an industrial production index in the neighbor- 
hood of 145, and the gross national product rising to per- 
haps $430 billion (annual rate). 

For the second quarter, the obvious strengths lie in the 
usual places. Government spending will doubtless continue 
its long up-hill climb; personal expenditures for services and 
for soft goods will rise further, owing mainly to higher prices; 
capital goods spending of business is already committed for 
at slightly above the rate prevailing in the first quarter of 
the year. Inventory demand, which fell to about zero in the 
first quarter, is not likely to fall into liquidation in the 
second quarter (although neither is it likely to rise strongly 
into the range of positive accumulation.) 

Running throughout the business statistics is now a sense 
that the first half of 1957 is dead and gone, and that the 
area of interest has shifted through the summer into the Fall. 
And a very good case can be made for the fact that some- 
thing of significance will have to develop by Fall — the 
business trend has already run sideways for a much longer 
period than it usually does. The question: will a new con- 
coction of trends push business up or down after the summer? 

On this question there is now little consensus among ana- 
lysts. This is not surprising; what is surprising is the number 
who foresee rapidly multiplying difficulties after the summer. 
Their arguments, in general, are based on: (1) the prospec- 
tive decline in plant and equipment expenditures, and ma- 
chinery production; (2) a continuing downtrend in housing 
starts (it is getting late for (Please turn to following page) 


237 





Essential Statistics 





























































































































































































































THE MONTHLY TREND | uni | sonth Month morn awe PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION® (FRB) — | 1947-'9-100 | Mar. 1462146 sd the Federal government to do anything in 
Durable Goods Mfr. 1947-9-100 | Mar. 163 164 157 a legislative way to cure this downtrend 
Nondurable Goods Mfr 1947-'9-100 | Mar. 131 131 128 before the end of the year); (3) an ap- 
Mining 1947-'9-100 | Mar. 135 131 129 parent long-term weakness in the rate of 
consumer durables sales; (4) at least on 
RETAIL SALES* $ Billions Mar. 16.3 16.5 15.7 end, and possibly a reversal, of the up- 
Durable Goods. $ Billions Mar 5.6 5.7 5.4 trend in American exports; (5) a return to 
Nondurable Goods $ Billions Mar 10.7 10.8 10.3 inventory liquidation, particularly in harc- 
Dep't Store Sales 1947-'9-100 | Mar 129 124 122 goods industries. These are the five arecs 
that call for close watch over the remair - 
MANUFACTURERS’ ing months of the first half. 
New Orders—Total* $ Billions Feb. 28.3 28.8 27.6 
Durable Goods. $ Billions Feb. 13.9 14.3 14.1 * * * 
Nondurable Geods $ Billions Feb. 14.3 14.5 13.5 
Shipments ong Feb. 29.2 29.2 27.2 | STEEL INVENTORIES — their size, an4 
Durable Goods $ Cillions we eal = 13.6 who holds them, are among the very press- | 
Nondurable Goods $ Billions Feb. 14.5 14.5 13.6 ing questions of current analysis. With the 
BUSINESS INVENTORMS, END MO.* | $ Billions Feb. 289 987 03.6 | Steel rate at about 90% of capacity, it is 
=e sation Seb. 518 “5 “as hard to believe that much liquidation of 
Whelesalers’ 6 Gittens Feb. 131 — 23 steel inventories is going on. In fact, those 
eines $ Giltiens Seb 93.9 sas e49 consultants who regularly compute the 
Sie Gene tondn seumasen | teh sae ses 198 flow of steel inventories (there are no offi- 
ice. cial figures) continue to find accumulation, 
CONSTRUCTION, TOTAL $ Billions Ries 3.2 29 3.1 even in the second quarter. Moreover, wit 
Private. $ Billions Mar 2.3 2.1 23 price increases variously reported as rang- 
Residential $ Billions thee 1.0 0.9 11 ing from $7 to $10 a ton expected at mid- 
All Other $ Billions ii 13 1.2 12 year, one would expect purchasing agents 
Housing Starts*—a Th 4 hissy 880 910 —‘1,100 to be altogether willing to continue ac- 
Contvadd denards, Qadbdnatial—b $ Millions ies 1,107 875 —«+1,186 cumulating in the second quarter, and stop 
All Other—b. $ Millions hie 1971 1,286 «1,584 buying after the price increase. In any 
ie event, there is good evidence (such as the 
EMPLOYMENT dumping of sheet steel by auto companies | 
Total Civilian. Millions Mar 63.9 63.2 62.6 at below mill prices) that nothing like ¢ 
Non-Farm Millions Mar 51.3 51.2 50.5 shortage of most mill products exists. On 
Government. Millions Mar 7.4 7.3 7.1 the whole, it would be prudent to ex- 
Teil Millions Mar 1.1 11.1 10.9 pect further liquidation of steel inven- 
Factory. Millions Mar 13.0 13.1 13.1 tories after mid-year. 
Hours Worked Hours Mar 40.0 40.2 40.4 
Hourly Earnings Dollars Mar 2.05 2.05 1.95 * * ” 
Weekly Earnings. Dollars Mar 82.00 82.41 78.78 
INSTALMENT DEBT — it's still rising. Don’t 
PERSONAL INCOME* $ Billions mae 337.6 336.6 = 318.6 be fooled by published reports that the 
Wages & Salaries $ Billions Mar 234 234 220 outstanding instalment debt of consumers 
Proprietors’ | $ Billions Mar 52 52 50 went down in the first quarter. It always 
Interest & Dividend $ Billions er 31 31 29 goes down in the early months of the year, 
Transfer Pay $ Billions Mor 20 20 19 owing entirely to seasonal factors. After 
Farm | $ Billions Mar 15 15 15 adjustment for seasonal changes, the level 
; of the debt rose significantly in early 1957, 
= in stg em co en na and is still rising. What's specially 
pee caain | ine a: ins ian worthy of attention here is that people 
= ; ' : are borrowing more heavily even 
9 1947-'9-100 Mar 124.9 124.5 120.7 though demand for previously popu- | 
MONEY & CREDIT lar durables and autos has slackened. || 
All Demand Deposits* $ Bitton ~ ae ae Rising instalment debt in a year when car 
Bank Debits*—g $ Billions Feb. 81.2 82.8 76.9 ann ae conning - ouly sae aeenes — 
Susinese Loune Ouistending $ Billions om 204 26 263 source of some misgiving in Detroit. Re- 
Snchatincnhttentie Rtmatade $ Billions rang a as aa tailers, too, are worried that mounting 
instalment Credit Repaid* $ Billions “og a oe ee repayments on consumer debt may hobble 
purchasing power. 
FEDERAL GOVERNMENT 
Budget Receipt: $ Billions Feb. 6.2 4.8 6.2 : _ * 
Budget Expenditures. $ Billions Feb. 57 6.1 5.0 
Defense Expenditures_______———_| $ Billions Feb. 3.5 3.7 3.1 FACTORY PAYROLL OUTLOOK-— it's still 
Surplus (Def) cum from 7/1____| $ Billions Feb. (6.6) (7.0) (7.2) headed up, although slowly. Average 
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 - QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
0x In Billions of Dollars—Seasonally Adjusted, at Annual Rates a 
ia SRG aeenabiacn ee time pratiecion hourly earnings of factory workers clung 
ng in SERIES 1 IV m " to $2.05 throughout the first quarter. But 
trend Quarter Quarter Quarter Quarter the stability was owing entirely to a de- 
~ GROSS NATIONAL PRODUCT___ 427.0(e) 423.8 413.8 403.4 clining amount of overtime, as the length 
te o Pesscnel GC pti 275.0(e) 270.9 266.8 261.7 of the workweek fell. On a straight-time 
st on fe oe Domestic Invest 64.5(e) 68.5 65.1 63.1 basis, the basic wage rate crept up a little 
> Up- et Foreign | it t 3.0(e) 2.4 1.7 0.1 
ae Guamaimiaiaaan 24.50) ane ne ae further. The same goes for average weekly 
Federal 49.5(e) 48.3 472 46.1 earnings, and take-home pay; no change 
arc State & Local 35.0(e) 33.7 33.0 32.6 of any significance in the first quarter, but 
recs ; ; 
hair. || PERSONAL INCOME 336.5(e) 333.2 3270 ~—317.5 again dvs entirely to lower hours of work. 
|| ‘ax & Nontax Payments 41.0(e) 39.9 38.8 37.3 Take-home pay is close to its high al- 
|| Disposable | 295.5(e) 293.3 288.2 280.2 thoug the length of the workweek is well 
Consumption Expenditures__ »>_ 275.0(e) 270.9 266.8 261.7 below last year’s level. With living costs 
a 
Fersonal Saving 20.5(e) 22.4 21.4 18.5 still heading upward, automatic escala- 
CCRPORATE PRE-TAX PROFITS* ___ na 45.8 41.2 43.7 tion clauses can put wage rates even 
an 4 Corporate Taxes. na 23.1 20.8 22.1 higher in coming months. 
ress- orporate Net Profit. na 22.7 20.4 21.6 
E: dividend Pay ft: na 1.9 12.3 11.8 
h hg =i ‘etained Earnings. na 10.8 8.1 9.8 o 4 ™ \ 
, it is 
36.9(e) 36.5 35.9 32.8 cise . . 
a of 9) OF 6 a oe : THE EXPORT MARKET — it's flying high, | 
hose THE WEEKLY TREND by all historical standards. In early 1957, | 
the §) — : exports were running about $1.6 billion | | 
) offfi- ; Week Latest = Previous Year a month, more than 25% above a year 
tion, |} Unit Ending Week Week Ago — . 
| ago, while imports were running about 
with || MWS Business Activity Index*___ | 1935-’9-100 Apr. 20 290.2 291.9 283.5 $1.1 billion, about the same as a year ago. 
ang- || MWS Index—per capita* 1935-’9-100 Apr. 20 221.5 222.8 220.7 This is a bonanza for American business, 
mid- | Steel Production % of Capacity | Apr. 27 90.3 90.4 100.5 but it can hardly last long at its current 
gents | | Avto and Truck Production eorene Apr. 27 158 151 163 rate. On merchandise account, the rest 
> ac- | ron See nig : — Apr. a 283 284 281 of the world is losing some $6 billion a 
ee eee | oe = —_ 256 year of dollar reserves (about half of 
anv | Electric Power a 1947-'49-100 Apr. 20 227.7 231.4 215.7 hi h th k h e h n 
5 the || Freight Carloading Thousand Cars | Apr.20 | 687 674 763 yep tian agents. Abeta casyghenacrmangenayd 
anies Engineering Constr. Awards $ Millions Apr. 25 440 395 526 dise items as transportation, martes etc.). 
hn Department Store Sales___ | 1947-’9-100 Apr. 20 128 122 113 If it keeps up much longer, tariff and 
3 | Demand Deposits—c_______| $ Billions Apr. 17 56.6 55.6 56.7 quota restrictions on the part of other 
- me Business Failures___—==—=—S—SSSSSs | Number Apr. 18 302 308 252 countries will again be in the news. 
) eX- 
ven- } | *-Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 48 states. (c)—Weekly reporting member banks. (d) Excess of disposable 
income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
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Jon's (A 1957-1957 
the || | No. of 1956-'57 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low Apr. 18 Apr. 26 
| | Issues (1925 Cl.—100) High Low Apr. 18 Apr. 26 100 High Priced Stocks ........ 244.6 209.2 225.7 226.7 
mers |} | 300 Combined Average ........... 352.4 315.9 336.8 336.4 100 Low Priced Stocks .......... 415.8 378.9 401.5 399.7 
ways | 
¥s | | 4 Agricultural Implements ....... 327.1 242.1 274.2 271.5 4 Gold Mining ................... . 882.7 627.2 647.0 666.8 
fear, 3 Air Cond. (‘53 Cl.—100) ..... 120.5 98.8 1205 119.4 4 Investment Trusts ................. 173.1 150.8 169.9 166.7 
After 9 Aircraft (’27 Cl.—100) .......... 1423.5 1064.6 1252.7 1238.4 3 Liquor ('27 Cl.—100) .......... 1076.2 954.4 1014.9 1005.0 
level | 7 Airlines (‘27 Cl.—100) ....... 1117.4 782.0 802.0 802.0 9 Machinery ....................... . Sasa 370.4 508.0 497.7 
957, 4 Aluminum (‘53 Cl.—100) ..... 566.7 337.1 426.5 422.3 D BRR PGE .n.ncecsccresecccesecccer 217.3 162.6 167.8 166.1 
‘all | & Amusements ........................ 172.3 144.1 159.2 160.7 4 Meat Packing .............. Beats 170.7 125.8 128.6 125.8 
y 9 Automobile Accessories ....... 380.8 334.5 380.8 380.8 5 Metal Fabr. (‘53 Cl._—100 213.2 175.4 188.8 188.8 
ople 6 Automobiles ....cccceecssnnn 528 47.1 524 52.4 10 Metals, Miscellaneous... 464.9 «383.1 412.8 404,7 
ven || 4 Baking (‘26 Cl.—100) .......... 28.7 25.5 27.6 28.6 5 RRA ERES eG ano 1312.3 904.2 904.2 904.2 
>pu- | 3 Business Machines .............. 1171.3 831.5 1069.3 1100.2 22 Petroleum : : 872.3 675.8 832.0 832.0 
ned. | 6 Chemicals ..................... wn 652.3 556.5 598.4 610.4 21 Public Utilities ... 264.0 246.4 256.3 258.7 
“ Gt GRMN nanos. asnconss.nsse 25.1 19.2 23.9 23.5 7 Railroad Equipment ........... 95.1 82.7 87.9 86.1 
| or 4 Communications ................... 114.3 93.4 98.4 98.4 20 Railroads ........... a 82.0 65.7 66.4 67.1 
is a | DP COmONIOR ...........0.2cscscesse- 140.0 112.3 121.8 119.3 3 Soft Drinks ...... sisieniysaeeek an 423.1 471.2 484.1 
- Re- | FD, vs ssesscsssssscnccnenseiss 853.7 731.7 769.7 769.7 12 Steel & bron ou... . 393.0 283.8 345.8 345.8 
nting 7 Ger Was ...................... 361.3 258.9 280.2 277.2 RRA SEEDERS Seen 113.1 60.1 105.5 113.1H 
bble | 2 Dairy Products ..................0+ 122.3 103.8 111.3 110.2 2 Sulphur sai aeaeedalidiateempiicastetaendabetaliglan 950.2 758.4 916.3 891.0 
| 6 Department Stores ............... 93.7 80.1 84.2 84.2 11 Television (‘27 Cl.—100) ..... 44.5 31.6 34.9 34.6 
5 Drugs-Eth. (‘52 Cl.—100) ...... 213.5 165.0 213.5 211.7 | Lee ROR eae 184.4 124.7 130.3 128.9 
6 Elec. Eqp. (‘53 Cl.—100) ...... 228.6 178.9 224.0 224.0 3 Tires & Rubber ..................... 201.0 164.0 177.1 177.1 
|| | 2 Finance Companies .............. 613.7 525.5 573.7 579.1 RAS REE 96.7 85.3 89.6 89.6 
6 Food Brands .............. ae 264.0 272.1 272.1 2 Variety Stores ..................00 298.8 258.2 271.1 273.7 
till | De I vo nisissncasasnnnsscccosses 176.9 153.8 170.5 172.2 15 Unclassif’d ('49 Cl.—100) 165.9 144.8 165.9 164.4 } 
s still |p| - bm | 
rage z H—New High for 1956-1957. 
neat MAY 11, 1957 239 








Trend of Commodities 





SPOT MARKETS — Sensitive commodities resumed their decline 
in the two weeks ending April 25 and the Bureau of Labor 
Statistics’ index of 22 such commodities—at 88.4—is now more 
than 5% under its November highs. 

While leading commodities have been declining rather 
steadily, the thousands of commodities that are bought and 
sold throughout the nation have, in most cases, been steadily 
inching upward. The comprehensive index of 2,000 com- 
modities compiled by the Bureau of Labor Statistics reached 
a new high of 117.3 on April 23. 

This divergence between the sensitive commodities and the 
comprehensive index is no new phenomenon. Thus the broad 
index is now 17.3% above its 1947-1949 base of 100 while the 
22 commodity index has declined 11.6%. 


FUTURES MARKETS — Futures prices for home-grown com. 
modities were mostly lower in the two weeks ending April 30 
while imports followed mixed trends. Grains were weaker and 
May wheat lost 2 cents to close at 220%. Favorable reports 
on the progress of the crop and cheaper offers of Government 
owned wheat for export brought sellers into the market. 
The Secretary of Agriculture has set the average support price 
for 1958 crop wheat at $1.78 per bushel, 22 cents under 
this year’s support level, contingent on approval by tvo- 
thirds of the producers, in a referendum to be held June 20, 
1957. With loans for next year’s crop set at a low lev:+l, 
farmer’s may turn down the program, in which case price sv p- 
ports would be cut to 50% of parity, and would be availal le 
only to growers who comply with acreage allotments. 
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WHOLESALE COMMODITY PRICES 
" 130 
130 ALL COMMODITIES ‘ 
1947-49 — 100 th) a 
120 ad 120 | NON-FARM PRODUCTS 
110 en 110 {I I | 
yg 1947-49 — 100 
100 100 
90 90 
ur 5 
FARM PRODUCTS 
80 80 
70 70 
6 —— 60 ; 
a 5 ‘JFMAMJJASON 
07950 1951 1952 1953 1954 1955 1956 1957 1956. «(1957 
1956 95 
BLS PRICE INDEXES iii il tei os _BLS INDEX 22 BASIC COMMODITIES aa) 
1947-49—100 Date Date Ago Ago 1941 (1947-1949—100) 
All Commodities Apr.23. (117.3. (117.2 :113.6 60.2 93 93 
Farm Products Apr.23 90.7, 90.2 88.0 51.0 
Non-Farm Products Apr. 23 125.4 125.3 121.6 67.0 91 91 
22 Basic Commodities Apr.25. 88.4. 89.1. 91.6 53.0 
9 Foods Apr.25 81.6 83.2 82.3 46.5 89 89 
13 Raw Ind‘l. Moterials Apr.25 93.4. «93.3 «98.5 58.3 
5 Metals Apr.25 108.2 108.7 125.3 54.6 87 87 
4 Textiles Apr. 25 83.8 83.3 79.4 563 
85 85 
MWS SPOT PRICE INDEX MWS RAW MATERIALS SPOT PRICE INDEX 
14 RAW MATERIALS 175 175 
1923-1925 AVERAGE—100 
170 170 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1957 1956 1953 1951 1945 1941 165 165 
High of Year 166.3 169.8 162.2 215.4 989 85.7 sii - 
Low of Year 162.1 163.1 1479 176.4 96.7 743 
Close of Year 165.5 152.1 1808 985 83.5 DOW JONES FUTURES INDEX 
DOW-JONES FUTURES INDEX 165 165 
12 COMMODITIES 160 160 
AVERAGE 1924-1926—100 
1957. 1956 1953 1951 1945 1941 135 155 
High of Year 163.4 166.7 1665 2145 106.4 84.6 150 
Low of Year 154.7 1498 1538 1748 93.9 55.5 150 
Close of Year 162.7. 1668 189.4 105.9 84.1 OCT. NOV. DEC. JAN. FEB. MAR. APR. 
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Pull up to the purple pump 


Gulf proudly presents 














|! THE FINEST GASOLINE EVER OFFERED TO THE 
-93 |i 
>) MoToRING PuBLIC:GULF CREST 
e 

-89 
87 ||| Gulf guarantees peak performance with no knock,no pre-ignition 
-85 | New Gulf Crest surpasses all other more potential power per gallon 

gasolines in these two ways: than any other gasoline. New Gulf 
175 e Made with a new, exclusive Gulf Crest will deliver peak performance 

formula, it keeps modern engines without knock or pre-ignition — 
-170 cleaner, quieter, smoother-running evenintoday’smostcritical engines. 
“4 than any other gasoline. Pull up to the purple pump— 

65 | e New Gulf Crest is packed with fill up with new Gulf Crest. 
“160 
-165 
'6°!| Now, more than ever 
“160}) to get the best from 
-155}) your car...G0 GULF 
=150 
New Gulf Crest New Gulf Super No-Nox » Good Gulf © 
—— 4 best ever sold for the for all but the most that famous 
finest cars ever built critical of todays engines high-value gasoline 

REET . 

















The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





The Gillette Company 


“You have indicated in the past that 
Gillette Co. has a progressive manage- 
ment and the business has been diversi- 
fied. Will you please furnish recent data 
on the company and indicate outlook 
over coming months.” 


F. P., Clearwater, Florida 


Gillette Co, has reported an in- 
crease in earnings in each of the 
past five years. The company had 
its most successful year in 1956. 

Net sales in 1956 rose to $200,- 
714,707, compared with $176,928,- 
594 in 1955, an increase of 13%. 
Net earnings after taxes in 1956 
were $31,544,304, of $3.40 per 
share of common stock, as com- 
pared with 1955 earnings of $29,- 
031, 290, or $3.13 per share. 

Gillette continued for the 51st 
year its uninterrupted payment 
of dividends on the common stock. 
In 1956, dividends amounted to 
$2.25 per share, compared with 
$2.00 in 1955 and $1.75 in 1954. 

Gillette products are sold in 114 
countries and territories. Gillette’s 
manufacturing divisions in the 
United States are the Gillette 
Safety Razor Co., makers of ra- 
zors, blades, shaving creams, etc., 
the Toni Company, maker of the 
Toni home permanent wave and 
a wide range of toiletries and cos- 
metics, and The Paper Mate Co., 
which produces ball-point pens. 
Gillette Safety Razor Company’s 
total blade volume in the United 
States increased and the company 
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maintained its competitive share 
of the blade business and even in- 
creased it. 

The other operations of the 
company also showed a healthy 
increase last year. 

Foreign operations continued 
to be successful and to make a 
major contribution to profits in 
1956. New records in sales and 
operating profits were again es- 
tablished in the Latin American 
area, and the full remittance of 
current earnings continued. Earn- 
ings in 1956 were derived 54% 
from operations in the United 
States and Canada and 46% from 
foreign operations. 

At the close of the year, Gil- 
lette’s net investment in facilities 
was roughly two-and-one-half 
times that of eight years ago. 
Major additions to or improve- 
ment in manufacturing facilities 
currently are underway or im- 
pending in Brazil, Argentina, 
England and Australia. 

Gillette acquired the Harris Re- 
search Laboratories Inc. of Wash- 
ington, D. C. in November 1956, 
taking an important step toward 
broadening the company’s re- 
search efforts. 

The company has increased 
working capital in the past 15 
years from $8,667,606 to $45,392,- 
563. 


Gillette reports that earnings 
in the first quarter of 1957 de- 
clined to $6,964,900 or 75 cents 





a share from 89 cents in the like 
1956 period. However, results fcr 
the entire year are expected to 
compare favorably with record 
set a year earlier. 


Associated Dry Goods 
Corporation 

“As a subscriber to your magazine 1 
understand I am entitled to inquire on a 
security I am interested in. I have 82- 
lected Associated Dry Goods Corp. ard 
would appreciate recent data on the con- 
pany.” M. R., Salinas, California 

Associated Dry Goods Corp. op- 
erates a group of large depar‘- 
ment stores which include Lord 
& Taylor of New York City. Asso- 
ciated stores are located in 8 ma- 
jor cities and 14 suburban com- 
munities from coast-to-coast. 

Net sales for the 53-week fiscal 
year ending February 2, 1957 to- 


taled $223,736,397, compared & 


with $189,863,576 the previous 
year, an increase of 17.9%. 

Operating income before Fed- 
eral taxes amounted to $14,152,- 
657, compared to $11,968,980, an 
increase of 18.2%. Net earnings 
after taxes for the year were $6,- 
752,657 compared to $5,697,980, 
an increase of 18.5%. 

Net income applicable to the 
common stock, calculated on the 
number of shares outstanding at 


the year’s end and after dividends | 


on the preferred stock, was equal 
to $3.92 a share compared with 
$3.48 the previous year, an in- 
crease of 12.6%. 
ings two years ago were $3.06. 

The above figures were pre- 
pared on the basis of the last-in 
first-out (LIFO) basis. 


On May 29, 1956 Associated | 


Dry Goods had concluded the sale 
of a block-front of property on 
the West side of Fifth Avenue, 
52nd to 53rd Street, New York 
City, purchased in 1945 as a po- 
tential site for a new Lord & Tay- 
lor store had it appeared feasible 
to move uptown. The lease on the 
present store at 38th Street was 
satisfactorily renewed and there- 
fore, the uptown property was 
sold for a gross amount of $9 
(Please turn to page 263) 
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VIORE POWER 


For the | 
progress of 


MEXICO 


The rapid strides being made by Mexico in devel- 
oping its great agricultural and industrial potentials 
present a challenge to the electric industry of the 
nation. A dependable, adequate supply of electric 
power is a major factor in Mexico’s progress. 


Compania Impulsora de Empresas Electricas 
is answering this demand in the area it serves with 
2 50 million dollar expansion program which will 
increase Impulsora’s generating capacity 60 per 


Compafiia Impulsora de Empresas Eléctricas, S. A. 


BOLIVAR 21, MEXICO 


ASSOCIATED WITH THE AMERICAN & 








cent by 1959. Impulsora is a privately-owned 
utility group of electric operating companies serv- 
ing more than 360,000 customers in more than 
400 communities throughout Mexico. 


Find out for yourself about the additional ad- 
vantages of natural resources, an ample labor 
supply, and growing markets which Mexico offers 
your business. Write General Manager, Compania 
Impulsora de Empresas Electricas 


i, 0. F. 








Keeping A breast of 


Corporate Developments 





Allied Chemical & Dye Corp. plans to build a 
$10,000,000 plant at Metropolis, Ill., to produce 
uranium hexa-fluoride for the Atomic Energy Com- 
mission. The plant: will be the first privately owned 
one for production of uranium salts. 


American Cyanamid Co. plans to install calcining 
facilities at Bauxite, Ark., to include laboratory and 
mining, grinding, calcination, magnetic separation 
and shipping facilities for treatment of bauxite ore 
from Quapaw deposit. The ore will be shipped to 
nine company cyanamid plants for manufacture of 
aluminum sulfate. 


Anaconda Co.’s subsidiary, Andes Copper Co., has 
received Chilean approval for the investment of more 
than $80 million for the development of a new area, 
at El Salvador, Province of Atacama. The mine, re- 
placing one at Poterillos which is approaching ex- 
haustion, is expected to be in full production some 
time in 1959. Estimated yearly output is put at 100,- 
000 tons of copper annually and reserves are cal- 
culated to be at least 200 million tons. 


Aveo Mfg. Co., through its Lycoming Division, has 
developed a new jet aircraft engine, the T-55, de- 
scribed as the most powerful of its kind ever devel- 
oped in America. 

No mention was made, though, of the aircraft, 
military or otherwise, that will use the engine. 
However, informed sources within the industry said 
that its development may make possible an economic 
replacement for the obsolescent aerial workhorse, 
the twin-engine DC-3. 


Burroughs Corp. is producing a tiny electronic 
tube the size of a golf ball that “counts” visually 
from zero through nine. This new tube is being 
built by Burroughs Corp. electronic tube division 
at Plainfield, N. J. The tube, called Nixie (for nu- 
meral indicator) is a glass envelope less than one- 
inch in diameter, containing thin layers of “trans- 
parent” metallic numerals. When voltage is applied, 
selected number glows. Which number appears de- 
pends on how the voltage is directed to the tube. 
Nixie is all-electronic, has no moving parts, and is 
highly shock-resistant, making it especially suited 
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as a readout or position indicator in control appli 
cations, the company said. 


DuPont (E. I.) de Nemours & Co. plans to com 
struct a $5,000,000 research laboratory at Chestau 
Run Center at Wilmington, Del., for custome 
service and development work by pigments «an 
electro-chemicals departments on titanium, silicon 
pigments, sodium, per-oxygen, chlorine, vinyl «nd 
related compounds. When the laboratory is com 
pleted in the spring of 1958, present electro-chemica| 
department sales service facilities will be trans 
ferred from Niagara Falls plant, the pigments de 
partment color sales service from Newark, N. J. 
and part of the white pigments Laboratory Fron 
Newport, Del. 


Firestone Tire & Rubber Co. plans to spend $30, 
000,000: on plants to be completed at Nobelsville 
Ind.; Orange, Texas; and Manila, Philippin 
Islands; and a tire plant at Havana, Cuba. Fireston 
is also expanding plants at Pottstown, Pa.; Lak 
Charles, La.; Akron, Ohio; Fall River, Mass.; D 
Moines, Iowa; and Los Angeles, Calif. 


Grace (W. R.) & Co.’s Polymer Chemicals Di 
vision has spent $20,000,000 on facilities for pre 
duction of polyethylene, including a plant at Baton 
Rouge, La., to have capacity of 50,000,000 Ibs. : 
year when completed at mid-year, and a 50,000 sq 
ft. building at Clifton, N. J. to house offices an¢ 
sales service laboratories for evaluation of physio 
chemical and electrical properties of plastics. 


Gulf Oil Corporation through its Gulf Researcl 
& Development Co., after a 20-year research effor 
has perfected and developed a method for “looking 
inside the earth” which is expected to prove of sub 
stantial value in increasing the discovery of oil. Th¢ 
development translates sound into graphic form. Ii 
takes the sound waves, sent underground by seismi( 
prospectors to probe the position of rock strata 
and photographically transforms them into cross 
section pictures of the underground area. The result 
is the most detailed and accurate picture of the 
domes, faults, and other structural undveniell 
features ever available from surface observation! 
Likeness of the photographs to geologic drawing’ 
of known cross-sections (Please turn to page 264) 
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13 MILLION GALLONS BIG... sur sust a prop in THE BUCKET 


The ESSO WASHINGTON is the newest 
of the 110 ocean-going tankers in the Esso 
fleets. She can carry 13 million gallons of 
oil. But that’s just a drop in the bucket 
compared with the 40 billion gallons that 
Jersey Standard affiliates delivered to cus- 
tomers last year. 

As economies expand . . . as populations 
grow ... as people live better, oil must pro- 
vide more energy to power factories, to 
drive ships and planes and motor vehicles, 
to heat and light homes and offices. Last 
year we supplied more than twice the oil 
we did ten years ago. This year our cus- 
tomers will need still more. 

It’s a big job... . and it requires vast 
anounts of costly equipment. As our 
Annual Report points out, we spent 
$1,083,000,000 last year searching for oil 
and gas and paying for such things as 
tankers, pipelines and refineries. And in 1957, 
we plan to spend another $1,250,000,000 to 
find, produce and deliver the oil people will 


be needing tomorrow...and ten and twenty 
years from now. 

Because Jersey Standard is willing and 
able to make such investments and because 
our operations are efficient, we make a 
profit. In 1956 it was $808,535,000. About 
half of it went back into the business to 
help pay for the new facilities. 

Our successful year was good news for 
the 403,000 shareholders who own the 
company .. . they got dividends of $2.10 
per share on the money they invested. 

It was good news for our 156,000 em- 
ployees . . . whose wages and benefits came 
to $906,000,000. 

It was good news for governments. Oper- 
ating and income taxes, import duties, con- 


STANDARD OIL COMPANY 


sumer taxes and other payments from our 
operations brought to the United States and 
other governments a record $2,171,000,000. 
That was five times the dividends to share- 
holders, more than double the payroll and 
benefits to employees. 

Best of all, our operations were good 
news for the people of the free world, who 
rely heavily on the energy of oil for their 
economic and social progress. 

In this, our 75th anniversary year, we 
intend to continue our efforts to remain 
successful, profitable and growing, in order 
to serve people well. 

If you would like a copy of our 1956 
Annual Report, write us at Room 1626, 
30 Rockefeller Plaza, New York 20, N. Y. 


(NEW JERSEY) 


AND AFFILIATED COMPANIES 








Lockheed Management answers your questions about: 


Lockheed’s Missile Business 





1. How much missile business is Lockheed doing? 


Lockheed’s Missile Systems Division, which 
began functioning as a separate division in 
late 1953, has multiplied its sales seven times 
in the past two years. Sales in 1956 were $53 
million ; current backlog is in excess of $36 mil- 
lion; and another $50 million is in final nego- 
tiation. Sales forecast for 1957 : $75 million. 


2. What is Lockheed investing in new missile 
facilities? 

During 1955-56 Lockheed’s Missile Systems 
Division quadrupled its work force to 5,000, 
and more than doubled the space occupied by 
its laboratories, test equipment, shops and 
offices. By the end of 1957 this division will be 
operating $30 million worth of facilities and 
equipment at its three present locations— Palo 
Alto, Sunnyvale, and Van Nuys, California. 
More than a third of its 905,000 square feet of 
space now in use or under construction is for 
manufacturing, ideally suited to large volume 
missile production. 


3. What contracts does Lockheed presently have 
in the missiles field? 


Lockheed Missile Systems Division scientists 
and engineers are engaged in 15 separate 
missile projects—involving research and 
development in 40 areas of advanced missile 
technology, including : nuclear physics, high- 


altitude research, ultrasonic aerodynamics, 
heat problems, new and rare materials, rock- 
etry, electronics, human capacities, high-speed 
automatic data reduction, and outer space 
theory and its applications. 


For security reasons, only 3 of the Division’s 
15 contracts can be disclosed: One is the 
Polaris, the U.S. Navy’s intermediate-range 
Fleet Ballistic Missile—which can be launched 
from submarines. Second are the X-7 super- 
sonic ramjet test missiles which can be 
recovered by parachute after each flight, un- 
like most missiles, and re-used—thus saving 
the Air Force $350,000 on every flight. Third 
are the X-17 three-stage rockets, which weigh 
six tons and are as tall as a four-story build- 
ing. The X-17’s mission : to obtain important 
data about the re-entry of long-range ballistic 
missiles into the earth’s atmosphere from outer 
space. It is a key link in our nation’s ballistic 
missiles program (which includes the Atlas, 
Titan, Thor and Lockheed’s own Polaris). 


4. How does Lockheed’s position in the missiles 
field compare with other airframe manufacturers? 
In 1956, after only 3 years as a separate divi- 
sion, Lockheed Missile Division sales exceeded 
the Department of Defense’s entire expendi- 
tures for missiles just six years ago. 


Further, the Missile Division has become a 
major contractor on one of the nation’s 4 
significant long-range missiles of the future. 











Lockheed’s work, which at first concentrated 
on study programs in varied fields, now is 
shifting to work on very advanced articles 
with large volume production prospects. Long 
after many of the subsonic, short-range, and 
limited-use missiles of today are obsolete and 
out of production, Lockheed’s new missiles 
will be in production. 


5. How will the growing emphasis on missiles- 
for-defense affect Lockheed’s sales and produc- 
tion of aircraft? 

Far from reducing Lockheed’s rising volume 
of business, this new emphasis will add to it. 


At the end of 1956, Lockheed’s backlog for all 
divisions was $1,597,523,000—up 31% from 
the year before and the largest since mid-1953. 
Of this backlog, 52% was Air Force orders, 
20% Navy, 28% commercial. 





Because this diversification, among the widest 
in the industry, includes several types most 
needed by the Armed Forces in the years 
ahead, military aircraft production will re- 
main high at Lockheed. 

Commercial business is expanding, too. At the 
year-end, Lockheed’s commercial backlog was 
$444,871,000, the largest in the company’s his- 
tory. Both cargo and passenger transports are 
in production. Newest of these : the STARLINER, 
world’s longest-range luxury liner, currently 
in delivery ; the prop-jet ELECTRA, starting in 
production and designed to fill profitably the 
needs of short-to-medium range schedules in 
the coming decade of commercial jet flight. 


These orders are evidence of the wide oppor- 
tunities for continuing production of military 
manned aircraft as well as for planes that will 
deliver the people and goods of the world in 
the ever-expanding air age. 
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LOCKHEED means leadership 


One of a series of messages addressed to the financial community of America 











Rubber Industry 
Demonstrating Stability 





(Continued from page 229) 


Hence, it may be difficult to pass 
along higher costs in full by boost- 
ing prices adequately on tires 
and other equipment. 


The extent to which the Big 
Four of the rubber industry were 
able last year to overcome a de- 
cline of 27 per cent in sales of 
original equipment tires for new 
passenger cars during 1956 is re- 
flected in combined sales of the 
group, which totaled $4.098 bil- 
lion in 1956, against $4.172 bil- 
lion in 1955. Combined share 
earnings of the Big Four actually 
increased slightly to $23.18 a 
share from $22.99 a share in 1955, 
on the strength of slightly better 
earnings recorded by Firestone 
and Goodyear, while Goodrich and 
U.S. Rubber showed a decline. 


Diversification 
A Stabilizing Factor 


In the past, the industry has 
been extremely vulnerable to any 
reduction in sales of new cars. A 
measurable degree of maturity 
and stability has been achieved 
as a result of the development of 
synthetic rubber as a substitute 
for natural rubber. 

Equally important is the 
marked degree of diversification 
which the leading producers have 
developed. The synthetic rubber 
facilities purchased by the rubber 
producers from the Government 
will be providing a worthwhile 
source of income greater than 
the companies could realize from 
natural rubber plantations in the 
past. Dividends to the parent 
companies from jointly owned 
synthetic rubber plants are still 
rather low, it is believed, since a 
large expansion program is being 
financed out of retained profits. 
But ultimately, the vertical inte- 
gration provided through syn- 
thetic rubber operations can pro- 
duce a handsome source of 
revenue. 

Diversification is also provided 
by the big chemical operations of 
the five leading companies, includ- 
ing General Tire. Industrial or 
mechanical rubber products have 
enjoyed substantial growth as a 
result of the rise in general in- 
dustrial activity. As long ago as 
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1953, the Department of Com- 
merce estimated that mechanical 
rubber goods accounted for 30 per 
cent of the total value of manu- 
factured rubber goods. Long term 
growth is seen in this field, par- 
ticularly for extended conveyor 
belt systems. Foam rubber prod- 
ucts have enjoyed rapid growth 
in bedding, furniture, etc. Diver- 
sification has also carried the 
rubber companies into footwear, 
synthetic, textile fibres, plastic 
pipe, vinyl] floor tile, agricultural 
chemicals and a host of other 
products. 

Rounding out the diversificat- 
ion picture, all of the major 
rubber companies have enjoyed 
unusual success in foreign oper- 
ations. Overseas tire and rubber 
plants are now accounting for a 
substantial portion of total sales 
and income and are aiding stabil- 
ity and growth of the parent 
companies. None of the tire com- 
panies reveal the extent to which 
foreign operations are contribu- 
ting to income but it is known to 
be substantial. 

Tire revenues remain the main 
source of income, in spite of the 
industry’s trend toward diversifi- 
cation. Before World Wer II 
sales of tires accounted for 58 
per cent of total industry sales. 
By 1953, tire sales still accounted 
for almost half of the total sales, 
and some further reduction has 
undoubtedly occurred since then 
in this ratio as a result of expan- 
sion in chemicals and non-auto- 
motive products. 


Increased Use 
of Rubber in Autos 


Aside from its sale of tires to 
the auto industry, the rubber pro- 
ducers have made substantial 
progress in sales of other prod- 
ucts to the car producers. E. J. 
Thomas, President of Goodyear, 
points out that in the modern 
automobile there is almost as 
much rubber used in other-than- 
tire products as there is in the 
tires. This non-tire use, more- 
over, is growing rapidly, to pro- 
vide safety and better springing. 
The introduction of air springs 
in the Cadillac brougham for 
1957, as well as by GMC Truck, 
in new heavy trucks, means that 
a new type of air bellows made 
of rubber is being used. This is 
expected to revolutionize truck 
springing in the next few years. 
In addition, foam rubber and 
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other types of rubber products 
designed to cushion cars against 
shock and collision, promise to 
find new uses in safety applica- 
tions in cars. 

Hence, it does not appear likely 
that the rubber industry’s reli. 
ance on the auto industry will de. 
cline sharply, if new applications 
for rubber can continue to be 
found. During the 1960s, when 
car sales are expected to rise 


sharply, the rubber manufactur-}_ 








ers should be particularly success.) 
ful in boosting sales of rubberf} 


products to the auto industry 
Rubber consumption in 194) 
was only 652,000 tons, 
which was natural rubber. In 
1956 the industry used approxi- 
mately 1,435,000 tons, of which 
60 per cent was synthetic, and 
only 40 per cent natural. For 
1957, consumption is expected to 
rise to 1,510,000 tons, with at 
least 62 per cent synthetic and 
only 38 per cent natural. 
Synthetic capacity in this coun- 


try is being considerably in-| 


creased. There will soon exist an 
annual capacity of all kinds of 
synthetic rubber amounting to 
1.7 million tons—or more than 
current uses of both natural and 
synthetic. 

The industry is thus getting 
ready for substantial growth. It 
will have plenty of rubber, both 
synthetic and natural, at more 
stable prices, with old-time in- 
ventory hazards minimized. It is 
likely that new synthetic rubbers, 
now being developed, will be equal 
to or better than natural rubber 
for virtually every use. Today, 
natural rubber is still used ex- 
tensively in truck tires, but this 
market is being entered by new 
synthetics. 

Heavy investments which have 
been made in new plants have 
been largely financed out of re- 
tained earnings. This year, Good- 
rich is investing $41 million in 
capital expenditures, a gain of 10 
per cent over 1956. Last year, 
Firestone invested $58.5 million, 
compared with $55 million in 
1955. Other major rubber com- 
panies are scheduling similar 
large investments. 

The rubber industry appears to 
be likely to enjoy slightly better 
volume and profits in 1957, but 
competition will remain keen, 
and flexibility and good selling 
will determine which companies 
will make the best showing. —END 
MAGAZINE 
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ig Washington, D. C. 
co —It’s That Season 
again. When the 
good earth—seeded 
and tilled by man, 
and slow-ripened by 
sun and rain—once 
more begins to yield 
bountifully of its fruits and vegetables. 
Foods vital to our dietary needs. 

And across the U.S.A. canneries are 
being readied—as they are every year 
at this time—to see to it that we get 
these foods. Get them in our homes 
preserved at their nutritional peak, 
conveniently and abundantly at hand 
in all seasons. 

As Carlos Campbell, executive 
secretary of the National Canners 
Association, points out, canned foods 
are hard to match for appetite appeal, 
too. ““Through research in which the 
canning industry plays a major role, 
crop yields have been stepped up 
prodigiously. And vegetable strains 
have been greatly refined, made more 
appetizing.” 


Car'os Campbell 


Green Bean Now “‘Stringless”’ 


Examples? The green bean (some- 
times known as the “snap bean”’ or 
“string bean’’) is today a stringless 
bean, far less fibrous than it was even 
a generation ago. And hybrid cross- 
breeding today gives us sweet corn 
with a smaller cob, deeper and more 
succulent kernels and larger ears, to 
make it tastier—and economically 
; practicable to grow. And to can. 
Mechanized picking, peeling and 
processing machinery, too—in which 
the canning industry has long 
pioneered—is bringing about the de- 
velopment of a uniformity of quality 
in various species of produce. Thus a 
maximum of the crop is made usable, 
processing is streamlined and costly 
waste in the field is eliminated. 
Through canneries located in the 
heart of growing regions, crops can be 
picked, processed and hermetically 
sealed in cans swiftly and expertly 
before harmful exposure to air can 
lessen the nutritional value of the har- 





























vested produce. As a result, canned 
fruits and vegetables are rated high 
for taste and vitamin values. 

By far the major portion of all 
crops commercially canned, says Mr. 
Campbell, are supplied by individual 
farmers under contract at fixed prices. 
‘‘Even in a vintage year when yields 
far exceed expectations, canners still 
buy up every peach, pear, cherry, pea, 
bean, tomato, ear of corn or what- 
ever, as contracted for—the total out- 
put. Yes, regardless of inventory. 
They take the price risk, and the 
grower is assured a stable market and 
a dependable cash income.” 


Nicolas Appert, the ‘‘Father of 
Canning,” won a prize from Napoleon 
back in 1809 for developing the first 
primitive method for preserving food 
in cans. The first “tin canister’ 
of iron coated with tin was intro- 
duced by Peter Durand in England in 
1810. From that humble beginning, 
the canning industry has developed 
prodigiously. Today the “tin’’ can 
provides us with food in immense 
variety—a balanced diet of our choice 
the year round. 


National’s Role 


The ‘tin’ can—sanitary, unbreak- 
able, easy to store and to keep—is 


NATIONAL STEEL 


GRANT BUILDING 





Again the earth gives— 
and another canning cycle begins 


Through tin plate our food needs are met the year 
round — always at a nutritional peak 


actually about 99% steel, tin coated 
for corrosion resistance. 


Vast quantities of tin plate are 
needed to make the more than 40 
billion cans it takes each year to bring 
you the myriad products packed in 
cans (the food industry alone uses 
well over half of this total). And our 
Weirton Steel Company is a major 
supplier of both electrolytic and hot- 
dipped tin plate for the canning 
industry. 

Naturally, tin plate is just one of 
the many steels made by National 
Steel. Our research and production 
men work closely with our customers 
in many fields to provide steels for the 
better products of American industry. 

For at National Steel it is our con- 
stant goal to produce still better and 
better steel of the quality and in the 
quantity wanted, at the lowest pos- 
sible cost to our customers. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 


Great Lakes Steel Corporation « Weirton 
Steel Company « Stran-Steel Corporation « 
Hanna Iron Ore Company « National Steel 
Products Company « The Hanna Furnace 
Corporation ¢ National Mines Corporation 











CORPORATION 


PITTSBURGH, PA. 





Outlook For Steel 
With Shortages Ended 





(Continued from page 223) 


contributing to increased output. 

Now it may be well to discuss 
financial aspects of the industry 
and representative companies as 
a basis for appraising stocks for 
the remainder of 1957. Latest sta- 
tistics are presented in an accom- 
panying compilation, along with 
pertinent comments on almost all 
of the important representatives 
of the industry. The financial data 
tend to support the argument that 
stocks have steadily gained in in- 
vestment prestige over the last 
two decades. Many have bolstered 
their financial position and com- 
piled enviable records of stable 
earnings and dividends. “‘Feast- 
or-famine” characteristics of the 
pre-war period have largely dis- 
appeared or declined in impor- 
tance, so far as major producers 
are concerned. 


The industry has broadened its 
horizon through research and de- 
velopment of new products and 
has solidified its position in na- 
tional defense activities, which 
bid fair to account for a high 
level of industrial output for years 
to come. As a consequence, in- 
vestors gradually have placed 
steadily higher price-earnings ap- 
praisals on steel stocks. Represen- 
tation for the industry has taken 
place in pension funds and other 
institutional portfolios. 


Implications of 
First Quarter Results 


Reviewing results for the 
March quarter and endeavoring 
to forsee prospects for the re- 
mainder of the year, it is appar- 
ent that mounting costs pose the 
most serious problem. Despite a 
relatively high rate of operations 
through the first three months (in 
which some major companies op- 
erated at virtual capacity), prof- 
its generally were lower than they 
should have been under the cir- 
cumstances, Some producers re- 
ported net profit moderately un- 
der that of the same period of 
1956. Evidently price increases 
initiated early in the year, chiefly 
in the form of extras for special 
types and qualities, scarcely were 
enough to compensate for wage 
increases and higher scrap steel 
quotations. 


A major restraint on margins 
in the first three months was the 
temporary advance in scrap steel, 
which industry consumes at the 
rate of some 25 million tons an- 
nually. Prices rose steadily after 
settlement of last summer’s strike 
until a peak of $67 a ton was 
reached in January. Considering 
that such a quotation approaches 
the figure for ore, it is little won- 
der that producers’ margins were 
pinched. The subsequent drop to 
about $45 a ton was reflected in 
lower materials costs in the latter 
part of the March quarter, and 
could result in savings this year 
of almost $300 million if scrap 
prices remain depressed. 

The steel industry has begun 
the second quarter at a lower rate 
than prevailed through the first 
three months. This fact would 
tend to raise average operating 
costs unless special economies can 
be introduced. It is well, there- 
fore, that more realistic quota- 
tions for steel scrap have devel- 
oped to counteract costs arising 
from reduced volume. Moreover, 
a pickup in demand is anticipated 
this month in preparation for up- 
ward revisions on steel products 
after wages are raised July 1. 
Consumers may build up inven- 
tories once more on a moderate 
scale at least. 

Large producers fared rela- 
tively better than concerns con- 
centrating on light steel products, 
for companies such as U.S. Steel 
and Bethlehem were able to ob- 
tain a better product “mix” by 
placing emphasis on the most 
profitable lines. Moreover, produc- 
ers such as Lukens Steel featur- 
ing heavy plates bolstered earn- 
ings by stepping up production as 
well as by instituting price in- 
creases made possible by urgent 
demand. The combination of fa- 
vorable factors accounted for the 
rise in shipments to $32.4 million 
in the 1957 quarter from $23.5 
million a year earlier as well as 
for the upsurge in earnings to 
$3.53 a share from the $1.43 a 
share in the same period a year 
earlier, adjusted for the 3-for-1 
split effected at the year-end. 

One of the reasons for expect- 
ing an uvtrend in earnings for 
major units in the industry aside 
from indications of well main- 
tained shipments, is the effect of 
bookkeeping changes on the in- 
come accounts of many steel pro- 
ducers — especially companies 
which expanded rapidly in the 
Korean emergency. New facilities 


were installed with benefit of fast 
amortization of large expendi. 
tures. Accelerated depreciation 
periods are expiring for virtually 
all major companies. This means 
that abnormaily large reserves 
set aside for depreciation unde 
the agreements on new properties 
no longer will provide a drain on 
earning power. Tax liabilities will 
tend to rise, of course, but report. 
ed profits should be larger than 
would have been the case if ac. 
celerated depreciation had not 
expired. 

The end of rapid writeoffs will 
have a depressing effect on “cash 
flow,” which has been unusually 
high in recent years. Accordingly, 
steel companies may find it ex. 
pedient to retain a larger share of 
earnings to provide funds for fi. 
nancing expansion. Pressure is 
being exerted on Congress to cor- 
rect inequities in tax legislation, 
and there is some hope that relief 
may be obtained in due course, 
but probably not this year. The in- 
dustry has demonstrated conclu- 
sively that depreciation reserves 
permitted by present regulations 
are insufficient to provide for 
new facilities needed to replace 
old mills, Modern plants cost at 
least three times the amount spent 
on productive equipment being 
replaced currently. To some ex- 
tent the high selling prices posted 
for steel products are required to 
compensate for inadequate depre- 
ciation. 


Modest dividend increases are} 


anticipated, but in view of the 
fact that present plans call for 
expenditures of a billion dollars 


or more on new mills and in-f 


provements it seems evident that 
provision must be made for f- 
nancing such a comprehensive 
program to a large extent threugh 
use of earnings. Capital markets 
have not been especially suitable 
for raising funds from the public. 

Expansion 
supply customers far distant from 
Pittsburgh, Chicago and Detroit 
has been dictated by rising freight 


costs. Steel products are quoted on} 


a “delivered” basis, which means 
that producers compelled to com- 
pete in distant markets must ab- 
sorb transportation costs that 
prove burdensome. Under the cir- 
cumstances, it seems reasonable 
to look for revival of merger pro- 
posals to gain productive capacity 
in strategic markets. This condi- 
tion is the basis for the proposal 
by Bethlehem Steel and Youngs- 


(Please turn to page 252) 
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RICHFIELD 
1956 


a corporation serving 


1A RRL Oe + 


the fast-growing 
far west 


RICHFIELD O1 CORPORATION 


For a copy of our 

1956 annual report. 
Write: Secretary 
Richfield Oil Corporation 
555 South Flower St., 
Los Angeles 17, Calif. 


A ee ia TOL Rn eee ee oe er 


BALANCE SHEET AT DECEMBER 31, 1956 AND DECEMBER 31, 1955 








ASSETS 1956 1955 LIABILITIES AND CAPITAL 1956 1955 
Cash and Government securities... $ 23,238,322 $ 27,655,825 Current liabilities. ........ 0.0 $ 29,983,628 $ 26,880,339 
Accounts receivable (net)......... 43,898,472 35,701,797 
geri t Dn as oid ce a 78,000,000 81,000,000 
iiss tobiincnnins 35,972,280 36,698,311 7 a “ a 
ockholders’ equity: 
Investments and advances (net).... 8,854,177 7,017,494 eet Mita... oecssneces 74,699,277 74,699,277 
Properties, plant and equipment Y ; 
ite eR ei Rete a Pere 199,813,469 192,329,432 Earnings employed in the 

Deferred charges ...........000000+ 5,389,941 5,086,892 business ..........+++004. _134,483,756 _ 121,910,135 

$317,166,661 $304,489,751 $317,166,661 $304,489,751 








INCOME ACCOUNT FOR THE YEARS 1956 AND 1955 











OPERATING STATISTICS — BARRELS 1956 1955 1 
Production of crude oil — gross ats 1956 955 
Western Hemisphere............. 26,566,000 26,723,000 + Gross operating income ...... $254,043,152 $245,295,088 
Eastern Hemisphere ............. 2,369,000 1,500,000 Costs and expenses........... _ 211,434,386 — 196,224,541 | 
Production of crude oil —net $ 42,608,766 $ 49,070,547 
Western Hemisphere SED Se ee 20,743,000 20,729,000 Interest expense and 
Crude oll proceered et refinery... A4aTmonn — <4sonam —-«NeUATARIng Incomne—net ..__LSBEA6S) —(LSELOM) 
pens pita ‘ 41,073,621 47,509,448 
Sales of refined products........... 47,887,000 50,876,000 = +o states 
Provision for Federal 
taxes on income... .......0+. __ 14,500,000 —_ 17,900,000_ 
PEGE MED 60 a0525000585 $ 26,573,621 $ 29,609,448 
Net income per share...... $6.64 $7.40 


RICHFIELD OIL CORPORATION 


Executive offices: 555 South Flower Street, Los Angeles 17, California 




















Outlook For Steel 
With Shortages Ended 





(Continued from page 250) 


town Sheet & Tube to combine 
their operations. Bethlehem is 
strong in the East, While Youngs- 
town’s major facilities are in the 
Middle West. The Chicago plant 
is regarded as especially well sit- 
uated. The Government, however, 
is fighting this merger. 

More may be heard of merger 
plans as competition speeds up in 
the next year or two. Then many 
of the small entities may be linked 
to obtain economies that would be 
unavailable for separate organi- 
zations. Diversification of markets 
could be enhanced in this manner. 

—END 





Auto Accessories in Light of 
Increased Diversification 





(Continued from page 233) 


therefore may enjoy more favor- 
able results from these activities 
in the immediate future. 

Similarly, Eaton Manufactur- 
ing, a well established producer 
of engine parts, axles and springs 
for automobiles and trucks, can 
look forward to a growing re- 
placement business in addition to 
its important position as a man- 
ufacturer of original equipment. 
Company has broadened its prod- 
uct lines to include luxury items 
while taking active steps to ac- 
quire other interests which will 
reduce its over-all dependence on 
autos and trucks. 

With consumer income at a 
high plateau and little likelihood 
of any significant drop in new 
car prices, the increasing sales 
trend should continue both for 
replacement parts and. for new 
products, such as power steering 
and power brakes which can be 
adapted for installation in older 
model cars. 


Profits Increases to Be Moderate 


Despite the generally brighter 
outlook for the industry as a 
whole, however, sharp profits in- 
creases from automotive opera- 
tions are not probable except for 
those who had extraordinarily 
bad years in 1956. Materials costs 
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continue to rise, on balance, des- 
pite the general drop in non-fer- 
rous metal prices, and labor costs 
are mounting. Most members of 
the industry are tied to labor con- 
tracts signed in 1955 which re- 
quire periodic increases regard- 
less of the level of the company’s 
own business. In a booming new 
car year some of these increases 
would be passed on to the car 
makers, but with the auto indus- 
try experiencing disappointing 
sales and the competition among 
the suppliers extremely sharp for 
the available business, the car 
manufacturers are demonstrating 
little willingness to accept higher 
prices. 

As indicated by the extent of 
diversification, total 1957 results 
for most of the hundreds of com- 
panies active in auto parts and 
accessories, will depend largely 
on outside determinants. For 
many companies the year to year 
change in the character of their 
operations will make accurate 
comparisons tenuous at _ best, 
while for some the changes, 
though important will not be as 
great. 

Houdaille Industries was until 
a short time ago, almost entirely 
involved in the automotive indus- 
try. Since its acquisition of Fron- 
tier Industries in 1955 shortly 
after it lost Ford’s shock absorber 
business, the company has been 
acquiring other companies and 
new product lines so rapidly that 
its automotive business may soon 
be just a minor sales and earn- 
ings factor. 

Kelsey Hayes Co., as an ad- 
ditional example, changed its 
name by dropping the word 
“Wheel” from its corporate title 
to confirm the change it has un- 
dergone recently. The company, 
a short time ago, estimated that 
for its fiscal year ending August 
31, 1957 sales of aircraft products 
will account for more than 50% 
of revenues compared with 20% 
a year earlier. Obviously, this 
company, which last year report- 
ed an earnings drop to $5.28 per 
share from $6.06 the previous 
year, is no longer the same. The 
results for the first half of the 
current year confirms that the 
same criteria cannot apply. In the 
first quarter, which ended in No- 
vember, 1956 sales increased seven 
percent, but adverse conditions 
in the auto industry which per- 
sisted through most of the last 
few months of the year, caused 
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a further earnings drop to $1.] 
per share against $1.25 in th 
similar 1955 period. For the half 
however, reflecting more settle 
automotive conditions in the ear) 
months of 1957, sales jumpge 
35% and earnings advanced 

$2.79 per share compared wit) 
$2.36 a year earlier. Moreove 
since the losses incurred in th 
second half of 1956 are not likel 
to recur, full year earnings ma; 
come close to the 1955 showing 


Diversification No Guarantee o} 
Increased Earnings 


That diversification is not 4 
complete cure-all, however is cem 
onstrated by the latest earning 
reported by Borg-Warner, on2 ¢ 
the companies that has led thg 
movement into other fields of en 
deavor. The company is noted fo 
its excellent managerial talent. it 
strong research and developmen 
programs, and its major posi‘io 
as a manufacturer of automati 
transmissions, Setbacks in it 
transmission business depresse 
last year’s earnings, but this year 
despite the healthier sales to thé 
auto industry, earnings wer 
down moderately in the first quar 
ter. Higher costs have not bee 
offset by advances in some of the 
company’s other activities, and i 
some instances operations ij 
other fields have actually beer 
cut back. To date, there has bee 
no noticeable pick-up in refriger 
ator or home appliance sales, re 
duced oil field operations have 
effected Borg’s Byron Jackso 
Division, and entry into the chem 
ical industry has not progresse( 
far enough to show definitive re 
sults. 

On the other hand, Thompso 
Products, one of the strongest oi 
the parts producers, as well a 
one of the most varied in its ac 
tivities, reported excellent result 
for the first quarter of 1957. Al 
though General Motors had re 
duced its orders for power steer 
ing and power brake equipment 
the deficit was offset by consider 
ably larger orders from thd 
Chrysler Corporation. Thompson! 
also, did not have to contend witl 
the serious disruptions it suffered 
a year ago from a shifting of 
military orders. Reported earn- 
ings for the first quarter were 
$1.44 per share on sales of almost} 
$97 million compared with sale 
of $69 million and earnings of 

(Please turn to page 254) 
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Only STEEL can do so many jobs so well 


Throw Away The Shovels. The 
Inc iana Turnpike finally completes this 
nation’s network of high-speed toll 
ronds between New York and Chicago. 
To eliminate snow at the toll gates, a 
hot water snow-melting system was in- 
stulled under the roadway. U. S. Steel’s 
National Tube Division supplied the 
strong, steel pipe for this important job. 








All-Steel Fire Boat. Three rivers flow through Pittsburgh, Pa., so 
water-front fires can be a problem. The City recently bought this husky 
fire boat, and officials specified that it be built mainly from USS Cor-Ten 
steel plates. This high-strength low-alloy steel has proved its unusual re- 
sistance to corrosion in similar applications. In addition all exterior decks 
and ladders are surfaced with USS Multigrip Steel Floor Plates providing 
safe, sure footing for firemen who must move about quickly even when 
decks are wet. 





SEE THE UNITED STATES STEEL HOUR. It's a full-hour TV program presented every 
’ other Wednesday evening by United States Steel. Consult your newspaper for time and station. 
Gather Round The Water Cooler. . 


Most offices have a good, cold water 


fountain for employees. This one is UNITED STATES STEEL 


nade almost entirely from USS Steel. 
The top is USS Stainless Steel, so it 


ilwa s looks ] d : iti Th AMERICAN BRIDGE . . . AMERICAN STEEL & WIRE ond CYCLONE FENCE . . . COLUMBIA-GENEVA STEEL 
y . — _ agen ed " CONSOLIDATED WESTERN STEEL ... GERRARD STEEL STRAPPING .. . NATIONAL TUBE .. . OIL WELL SUPPLY 
ottom kick plate _ also made from TENNESSEE COAL & IRON. . . UNITED STATES STEEL HOMES ... UNITED STATES STEEL PRODUCTS 


3tainless to resist corrosive floor-clean- 
ng solutions. 


UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 








CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable June 10, 1957, to stock- 
holders of record at the close of business May 17, 1957. 


ERLE G. CHRISTIAN, Secretary 




















AMERICAN & FOREIGN POWER COMPANY INC. 


TWO RECTOR STREET, NEW YORK 6, N. Y. 


COMMON STOCK 
DIVIDEND 


The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per 
share on the Common Stock 
for payment June 10, 1957 
to the shareholders of rec- 
ord at the close of business 
May 10, 1957. 





IMPORTANT 


This dividend will not be dis- 
tributed to holders of the old 
Preferred and Common Stocks 
of the Company until such 
shares have been exchanged 
for the new securities to which 
those holders are entitled un- 
der the Plan of Reorganization 
of the Company, which became 
effective February 29, 1952. 


Holders of the old stock are urged to communicate with the Company. 


April 27, 1957, 


H. W. Batcooyen, 
Executive Vice President and Secretary 


























RICHFIELD 






dividend notice 


The Board of Directors, at a meeting held April 18, 1957, 
declared a regular quarterly dividend of seventy-five cents 
per share on stock of this Corporation for the second quarter of 
the calendar year 1957, payable June 15, 1957, to stock- 


holders of record at the close of business May 15, 1957. 


RICHFIELD 
O¢l Corporation 





Executive Offices: 555 South Flower Street, Los Angeles 17, California 


Norman F. Simmonds, Secretary 
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(Continued from page 252) 


$0.75 per share in the same pe 
riod a year ago. 

Thompson Products has becom 
an important manufacturer o* jef. 
engine parts and electronic equip od - 
ment. As it lowers its perceniag§ ) | 
of automotive business, compara 
tive year to year earnings shoul 
become less volatile. 

For the balance of 1957 a sus 
tained level of automobile ani), 
truck production will be of prificity 
mary importance to most of th hron.i 
industry. It seems likely, howeverf 1), 
that many companies will ut)lize 
the opportunity presented 


ve til 


fric pl 
t we 
ense 
by its 
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here f 
, bifrith 
steadier operating rates to cast prepa 
their eyes further afield for newhng + 
opportunities and new products§ oth . 
As long as military expendituregio, , 
remain high it is probable thatfpem; 
this will be the most popular fiel@yoce 
for diversification, but other areagpyody 
must also be explored lest suddetfip ( 
changes in national defense policifnade 
catch the industry napping. —ENDFyom 
o th 
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and 
where new things are happening Betiy 
The Belgian Congo is anothelkhou 
land in transition. This huge areathe | 
(which is about 79 times biggetfthe . 
than the mother country and hasthe 
about 25 percent more inhabi-hjsic 


tants) is rapidly becoming oneffna) 
of the world’s most importanthyp { 
mining areas. At present it pro-fyelo 
duces about half the free world’shwit} 
supply of uranium, 70 percent offyest 
its cobalt, 20 percent of its cop-fto } 
per and 62 percent of its indus-fyhi, 
trial diamonds. In the field offeeo; 
agriculture it has become thefhan 
world’s second largest exporter offfor 
palm oil (the largest being thefis 
near-by British colony of Ni-fmer 
geria) and a major exporter offket 
coffee. wel 

The rate of growth of the Con-jgj 









a 
goese economy is shown by thefiny 
fact that between 1950 and 1956}ha; 
its exports, its imports and _ its}fip: 
invested capital have all morefa yr 
than doubled and at the end of] ¢ 
last year stood at about $500fha; 
million, $400 million and $2 bil-fajg 
lion respectively. acc 
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Yet, the Congo’s greatest de- 
ght ¢ lopment is still to come, namely 
tion fe utilization of its gigantic hy- 
ro-electric potential. The biggest 
roject of this type would be the 
nga project on the lower Congo 
iver. According to the prelimi- 
Peary plans it would have a ca- 
™ acity of 20 million kw which is 
©comve times the potential of Niag- 
Bus Jha or twenty times that of the 
&culPfoover Dam. This would make 
envage by far the most powerful elec- 
pa Tat ic plant in the world. The proj- 
Shoulg-+ would, of course, only make 
ense if the industries supplied 
py its power are of the type which 
f ori tilizes little labor but much elec- 
yt icity since industrial labor is 
of thérronically short in Africa. 
wevelf The two industries which are 
utilize herefore planned in connection 
d bith the Inga project are the 
Preparation of enriched uranium 
l€Bnd the production of aluminum 
ductshoth of which need huge quanti- 
ituregies of power for their electro- 
2 thalfhemical and electro-metallurgical 
r fiel@rocesses. Since uranium ore is 
aleaSroduced in the Congo and baux- 
uddetite (from which aluminum is 
PO'l(nade) is found in West Africa, 
—EN)from where it could be shipped 

0 the Congo, a strong economic 
ase exists for the Inga project. 

The problem is, of course, fi- 

ancing since the amount needed 

ight surpass a billion dollars, It 
———fis known that the Canadian Alu- 
9) inum Company, Union Carbide 
. [and Monsanto Chemical were all 
"ning. Retively interested in the project 
othetRbout two years ago. However, 
> areithe Belgian Cabinet did not give 
1geelthe group any encouragement on 
lathe grounds that it made no pro- 
habi-fision for participation of Belgian 
> ONfinancial interests. Belgium which 
rtanthiyp to now has financed the de- 
 PrOWelopment of its Congo colony 
orld’sfwithout recourse to foreign in- 
nt offvestment is, naturally, reluctant 
COp-to have its most gigantic project 
ndus-fwhich would change the entire 
offeeconomy of Central Africa fi- 
thefhanced by non-Belgian interests. 
er Offfor the moment the Inga project 
y thefis therefore pigeon-holed. But 
‘membership in the Common Mar- 
-r Olfket and the Eurafrica Plan may 
well bring about a change in Bel- 
Con-lgium’s attitude towards foreign 
thefinvestments in the Congo. If this 
1956fhappens the Inga project may 
d itsffinally be on the way to becoming 
more fa reality. 
d off Ghana — the combination of 
$500 bauxite and cheap waterpower is 
; bikfalso about to revolutionize the 
economy of Ghana which tradi- 


252) 


me 


a Sus 


r 


4 





REETIMayY 11, 1957 





$595,000,000 
for industrial expansion 
in 


Ohio Edison System Service Area 





OTLIO 


It is not without justification that this area has come 
to be known as THE CENTER OF INDUSTRIAL AMERICA. 


Indicative of the high level of productivity achieved by this area’s 
many diversified industries is the fact that electricity sales to indus- 
trial customers in 1956 by the Ohio Edison System (Ohio Edison Co. 
and its subsidiary, Pennsylvania Power Co.) set a new record, despite 
the adverse effects of the five-week nationwide steel strike. 


In the two years, 1955-1956, 33 nationally known con- 
cerns announced their intention to establish new plants 
or to substantially enlarge existing plants at 41 local- 
ities in the area. These projects, each estimated to 
require an outlay of $1,000,000 or more, call for total 
expenditures of approximately $595,000,000 and employ- 
ment of more than 36,000 people. Construction is under 
way on most of them, some are nearing completion, 
while others are already in limited production. 


The Companies’ construction activities are 
keeping ahead of this expanding economy. In 
the period since the end of World War II, 
generating capacity of the Edison System has 
more than doubled, and work now in progress, 
when completed in 1961, will make the System 
capacity 314 times what it was in 1945. Expen- 
ditures for additions and improvements to 
System property in 1956 were $51,886,013.00. 


These are highlights from Ohio Edison Company’s Annual Report 


to stockholders. For a copy of the Annual Report write L. I. Wells, 
Secretary, Ohio Edison Company, Akron 8, Ohio. 


Ohio Edison Co. 
General Offices « Akron 8, Ohio 


© 1957, 0. E. Co. 
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DETROIT 
STEEL 
CORPORATION 


COMMON STOCK DIVIDEND NO. 109 


On April 26, 1957, the Board of 
Directors voted a cash dividend of 
$.25 a share on the Common Stock 
payable June 12, 1957, to holders 
of record at the close of business 
May 29, 1957. 

R. A. YODER 


Vice President—Finance 














CROWN CORK & SEAL 
COMPANY, INC. 
vt 


PREFERRED DIVIDEND 
The Board of Directors has this day declared 


the Regular Quarterly Dividend of fifty cents 
(50c) per share on the $2.00 Cumulative Preferred 


Stock of Crown Cork & Seal Company, Inc., pay 
able June 14, 1957, to stockholders of record at 
the close of business May 17, 1957. 
The transfer books will not be closed. 
WALTER L. McMANUS, Secretary 
April 25, 1957 








NATIONAL DISTILLERS 





PRODUCTS As VK 
CORPORATION ANYD: 
“ey 4° 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on June 
1, 1957, to stockholders of record 
on May 10, 1957. The transfer 
books will not close. 


PAUL C. JAMESON 


April 25, 1957. Treasurer 
































PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a second quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock 
of this Corporation, payable 
June 10, 1957 to stockholders 
of record May 21, 1957. 


M. W. URQUHART, 
Treasurer. 












May 1, 1957 








tionally has been based on cocoa 
beans. Canada’s Aluminium, Ltd. 
has a $400 million project under 
way in the new republic which 
will utilize the large local bauxite 
deposits (estimated at over 200 
million tons), with the power to 
be supplied by a giant hydro- 
electric plant on the Volta river. 

Nigeria — things are also mov- 
ing rapidly in Africa’s British 
possessions. By 1959 Nigeria ex- 
pects to have gained its independ- 
ence and by 1960 the Federation 
of Rhodesia and Nyasaland hopes 
to be a full-fledged member of the 
British Commonwealth. 

Somalia — another country mov- 
ing towards independence is So- 
malia whose Italian trusteeship, 
assigned by the United Nations, 
will end in 1960. Unfortunately, 
Somalia’s troubles will only be- 
gin then since it is economically 
not viable without foreign as- 
sistance. Up to now the Italians 
have subsidized the country’s ba- 
nana exports but this will, of 
course, cease within three years. 
And without subsidy Somalian 
bananas can not be sold abroad. 
When Italian Somalia gains its 
independence British Somaliland 
and French Somaliland will prob- 
ably want to join it for the pur- 
pose of forming a “Greater So- 
malia”, This area would be no 
more viable by itself than each 
part of it is now. But, under pres- 
sure from the Arab League it will 
come into existence just the same. 
This would mean that the mouth 
of the Red Sea would no longer 
be in the hands of a European 
colonial power but would be in- 
directly controlled by Cairo. 


U.S. African Relations 


America’s stake in Africa is 
mainly political. We know that 
the loss of Africa would under- 
mine the strength of our Euro- 
pean allies to such an extent as 
to affect us too. Vice President 
Nixon’s recent trip to the area 
was intended to demonstrate our 
vital interest in a pro-Western 
Africa. 

Economically Africa suffers in 
its relations with the U. S. from 
the fact that most of its com- 
modities are also produced in 
Latin America from where they 
can usually be imported into the 

S. cheaper and faster than 
from Africa. As far as exports 
to Africa are concerned, we are 
handicapped by the fact that we 
must nearly always compete with 


the longer credit terms and sof 
currency payment terms offere/ 
by the European colonial cou, 
tries who have a 60 to 70 year 
headstart over us in doing bus; 
ness with Africa. However, thi 
situation seems to be undergoin 
a change. As our dependence o 
foreign commodities grows yw 
are forced to be continuously 9 
the look-out for new suppl 
sources. 

Already a significant part ¢ 
our agricultural imports com 
from Africa, as the followin 
table shows: 

AFRICA’S SHARE IN 
U. S. AGRICULTURE IMPORTS, 1955 





















Africa’: Show 


Imports from all Sources in Total 
Commodity million $ million Ibs. _tapert /olumg 
Cocoa 185 504 41% 
Coffee 1,400 2,600 12 
Lobster 30 45 16 
Canned Lobster 5 4 23 
Shelled Peanuts 16 121 1 
Oil Olives 13 52 1 
Vanilla beans 7 1 64 
Cloves 1 2 9? 





In the future we will also have 
to look to Africa for an ever 
larger share of our iron ore, our 
copper, manganese, aluminum, 
tin and natural rubber. Thus 
Africa is slated to play an ever 
increasing role in the economies 
of all Western countries. To keep 
this awakening giant safely o1 
our side as he reaches full strength 
is the real issue in the struggle 
for Africa. —EN) 
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Automobiles in a 
Corrective Phase 





(Continued from page 227) 


This has been accompanied by 
some reduction in dealer selling 
effort, as well as by higher profits 
for dealers per unit sold. Both 
of the latter forces tend to curtail 
volume. 

5. The average age of cars on 
the road has been reduced to the 
prewar level, around 5.5 years. 
Current production models prob- 
ably have a longer useful life than 
prewar cars. 


6. Small foreign economy cars}, 


re 


€ 
ete. 





are taking an increased share of 
the domestic volume, although 
they still account for less than 5 
per cent of domestic sales. In the 
export market, both Great Britain 
and Germany are each outselling 
all U.S. makes. 
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Penn -laxas 
CORPORATION 
And Wholly-Owned Subsidiary Companies 
Hlatement of Consolidated Jncome 
Three Months Ended March 31, 1957 
NET SALES AND OPERATING REVENUES............................288. $36,446,000 
Cost of goods sold and operating expenses, selling, general and administrative expenses, 
GOPFECISTION, GEPIGTION ONG SMOVUIZATION ..... 6... eo sccsescccesececseccceses 34,557,000 
IIE oo owns we aioe Lakhs eee een aneoes ees Sewanee 1,889,000 
i ono Mawnan sen nias Avec painiore ema so eaues Osu akeae tal wke 113,000 
2,002,000 
ND coi cal irae ninnsiennsen ee Ras Geen aneaien ch tsbedetGhge __ 719,000 
NET INCOME exclusive of extraordinary profit (shown below).................ee- 1,283,000 
Extraordinary and non-recurring profit 
Profit on sale of property under sale and lease-back agreement, less 
additional corporate expenses resulting from such sale and applicable 
th ce RE ag ne eC Oe ene $748,000 
Less portion of such profit after applicable taxes deferred pending 
coe, gRESSSS RARE RI ROE Scar Sip pra A Rin Site, ak ___ 365,090 
333,000 
Profit on sale of certain assets of a subsidiary and its oneration..... 227,000 610,000 
NET INCOME ana extraordinary and non-recurring profit ................ee00.- $ 1,893,000 
EARNINGS PER SHARE OF COMMON STOCK 
On earnings after provision of $173,000 for Preferred Stock cash dividends but be‘ore 
extraordinary and non-recurring procit ....... 0... ee eee ce eee 26.1¢ | 
From extraordinary and non-recurring profit............. ccc ceecccccccccccccccves 14.4¢ | 
atten Aah alan ea ee ee a 40.5¢ 
Based on an average of 4,253,650 shares outstanding | 
during the quarter ended March 31, 1957. 
4 Ve . Pe 7 
Olhe. Financtad Highlights 
March 31, 1957 
I is eS is a oe $ 73,358,000 
oO  ) $ 45,544,000 
Te naira Pee Se uk aed $ 76,410,000 
iy) 0k eons oak ih. ot Abc ce $123,149,000 
EE OU EEE, evans dansdeccensdecenee $13.66 
All adjustments necessary to a fair statement of the results for the period have been made. 
IL The above interim financial data are subject to audit. 
a. Costs of labor, distr ibution, urbs, increase in the number of first quarter of 1956, industry 
tte. are rising steadily, forcing two car families, and the greatly truck sales at retail dipped around 
tigher price levels, and thus cre- increased size of the replacement 10 per cent, but an improved 


ating consumer resistance. 

These unfavorable factors, how- 
ever, should be offset in part, at 
least, during the next few years 
by the growth of population, 
movement of families to the sub- 


market, with 54 million cars and 
nearly 9.5 million trucks on the 
road. 

Truck sales appear to be stead- 
ier than passenger car sales, over 
the last few years. During the 


13, 1937 


showing is likely during the rest 
of the year. For the long term, 
truck sales should show an even 
larger gain than passenger car 
sales, and truck producers should 
profit by this trend. —END 
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AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


Manufacturers of Ceramic 
Wall and Floor Tile 




































COMMON STOCK DIVIDEND - 


Declared April 17, 1957 
15 cents per share 
Payable May 24, 1957 


Record Date May 10, 1957 


America’s Oldest Name in Tile 




































Aa INDIANA W)) 
GAS&WATER 


Sree COMPANY Ses 


DIVIDEND NOTICE 
The Board of Directors has de- 
clared a quarterly dividend of 25¢ 
per share on the common stock of 
the Corporation, payable June 1, 
1957 to shareholders of record on 
May 15, 1957. 

H. G. Horstman, President 
April 26, 1957 














GENERAL OFFICES: 


1630 N. MERIDIAN STREET 
INDIANAPOLIS 2, INDIANA 











—— 


THE TEXAS COMPANY 
219th 


Consecutive Dividend 


A regular quarterly dividend of 
fifty cents (50¢) per share on 
the Capital Stock of the Company 
has been declared this day, pay- 
able on June 10, 1957, to stock- 
holders of record at the close of 
business on May 10, 1957. 

The stock transfer books will re- 
main open. 








S. T. CrossLanp 
Vice President & Treasurer 
April 23, 1957 


LE RE 





The Billions in Unexpended 
and Uncommitted 
Appropriations 





(Continued from page 213) 


spending $500,000 for American- 
made looms which required high- 
grade cotton, of which there is 
very little—and we didn’t install 
the power to run them. 


ICA Terminology Vague 


Rep. Porter Hardy of Virginia, 
is chairman of a House subcom- 
mittee on government operations 
whose function is to watchdog the 
foreign aid program. It is review- 
ing so many facets of the prob- 
lem that it has neither the time 
nor the facilities for rifle-shoot- 
ing. But the committee has en- 
countered the expression “obli- 
gated ICA funds.” Examination 
has been cursory but the staff has 
been impressed by the fact that 
ICA usually shows on its books 
that its money is obligated ahead 
—for the next year. In this way, 
the agency is found asking Con- 
gress for money it will spend not 
in the next ensuing fiscal year, 
but the year after that! It op- 
erates on last year’s money and 
obligates this year’s appropria- 
tion for next year. There is Fed- 
eral statute which requires agen- 
cies to forfeit funds not used in 
the fiscal year for which they 
were appropriated. But if the 
funds are “contractually commit- 
ted” that law doesn’t apply. What 
the Hoover Commission wanted 
to know, and the Citizens Com- 
mittee still is urging is this: 
Have the terms obligated and ear- 
marked been used interchange- 
ably ? 

The Hardy subcommittee con- 
ceded there are “long lead items” 
of military procurement which 
require obligating beyond the fis- 
cal year of origination. The staff 
isn’t so sure about non-military 
spending. Nobody can be certain 
until a survey is made, going back 
a sufficient number of years to 
get the complete picture. The an- 
swer, to reiterate, lies in what 
ICA means by “contractually obli- 
gated,” for if it isn’t truly and 
legally just that, money appears 
to be stacked up at a time when 
it could be put to service to lift 
a national fiscal] load. 








How Unspent Funds Pile Up hited 


Here are some pertinent exa A 
ples of what critics say the te suppl 
may now mean: at“ 

In Mexico a cooperative agpited 
cultural contract under technigy oct 
assistance was made at a pm the 
posed cost of $750,000 to 4t de ¢ 
United States. The project nevé yp. , 
got underway because there w ted” 
opposition within the Mexico, I 
Government, which then failed {phe 
meet its contribution amountiihy); , 
to about 25 per cent of our saan the 
Reportedly our contribution wa,c}, 
reprogrammed and later “re-obhy 
gated” for other purposes. fy ¢ 

In Uruguay, the United Statdon” | 
committed itself to technical afdidn 
sistance projects in eight diffey“Wt 
ent fields, for a total obligatioham,’ 
of $1,121,000. Uruguay ultimatebe re 
joined in financing only one dittee 
the eight for which funds _habasic 
been “obligated” by ICA. e to 

A 1954 contribution to the agtion 
ricultural services of Brazil waogré 
held up for two years after fe br 
was “obligated” because Brazfy p 
failed to make a matching comrea! 
tribution. Another $150,000 s 
aside (“obligated”) in 1952 f¢ 
a rural education program wa F 
carried over as an “expende S) 
item” year after year because t : 
Brazilian Government never p lly 
any matching funds into the pr 1 ! 
gram. “ 

The Hoover Commission inte “a 
jected with respect to Capitf, 4, 
Hill’s demand for accent q,,;. 
“loans” to other Nations, a “Ww 
fewer “grants”: ble 4 

“Making ‘loans’ that cannot fj4 
recovered deludes the America,,) 
taxpayer. It is also important fy, 
point out that, if the Unite hick 
States is willing to help a cou, 
try which is in no position to Mi.4 
pay us, we are losing a prop sc 
ganda advantage in not makilh 
this clear from the start. Whel 
assistance is necessary—and thel 
is no prospect of repayment 
there is undoubted advantage ater 
stating that we are willing ae 
make a grant of these funds.” } <4 

But loans seldom figure in tlhjni: 
ICA operations. The commissiW®gs} 
seems to be referring to a tytbmr 
of transaction which is neith@ a, 
loan nor grant, since no mong A 
moves, but is a “suspended oblp ¢] 
gation.” id 4 

~ For example, a project in Palit . 
istan for improvement of the Kalkar 
achi fish harbor: A bilateral prqjg 
ject was signed “obligating” thknt 
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e UP hited States to spend $750,000 
the first year’s cost. That was 
t eXal 1953. More than a year later, 
€ terupplementary agreement noted 
at “the contribution of the 
7€ agthited States Government to this 
Ngoject can be no longer be spent 
&@ PM the purpose for which it was 
to tide available.” Then, $610,000 
t NeW the obligation became “de-obli- 
cre Wéted” and made available for 
Mexicdher projects. 
ailed# The delay in this case was the 
ountiikylt of failure of agencies with- 
r S1a% the Pakistan Government to 
On Waach an agreement on the pro- 
re-obket, But for the course of that 
S. bar the United States “obliga- 
| Statdon” had no real meaning; yet 
ical a§didn’t go back to the Treasury. 
, diffey “While this is but a single pro- 
ligatigpam,” the Hoover task commit- 
Imatele related, “congressional com- 
one gittees and other groups have on 
ids haeasion expressed the view that 
he total of the outstanding obli- 
the agtions of the mutual security 
zil wqogram, as spread throughout 
ifter fe breadth of the entire 50 coun- 
Bragqty programs, are ‘watered’ or 
ng comrealistic to a certain extent.” 
000 s4 
952 fe 
im wa 
pend 
use t 
ver pil 
he pri 


Suggestions for 
Putting Money to Work 


Suggesting the method that 
ould be followed, if Congress 
ally wants to pry out some or 
l of the estimated $10 billion 
appropriated, but non-working 
nds and put the money back 
the job, the researchers com- 
bent : 
“Whether situations compar- 
ble to this exist on a wide scale 
nnot fuld only be determined accu- 
tant Pely and completely by a com- 
rane ete review in each country in 
nl“thich the program operates.” 
oi A suggestion was put forth 
1 60 Which would be faster, although 
ed ss comprehensive. It would can- 
make) out new foreign aid funds to 


n inte 
Capit 
ent 

IS, a 












Py e extent of discovery of inactive 
chon lligations: “Prompt, effective 


t _ {ministrative steps can be ini- 
el ated to de-obligate funds on pro- 
de” | ams which have bogged down 
: r stagnated. Otherwise the ad- 
In tinistrators of the program in 
m1SSIWashington and the congressional 
a tyIpmmittees reviewing it will have 
neith4 accurate measure of progress.” 
mon Applying straight percentage 
2d obi} the estimate of non-working 
id funds, recapture of $1 billion 
in Paiit will be remembered the 10- 
he Kahear set aside was estimated at 
ral prdi0 billion), could mean a 25 per 
ig” tient reduction in the aid appro- 
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priation for the next fiscal year. 

It is conceded that some ear- 
markings cannot be “de-obli- 
gated” without the consent of the 
participating foreign country. 
That is predicated on contractual 
relationship of binding force. But 
it represents a true committment, 
not the “earmarking” which is 
the target of the recommended 
Congressional inquiry. —END 





The Distortions and Price We 
Are Paying For Government 
Intervention 
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Studies of productivity strongly 
suggest it rises fastest in the 
years immediately following re- 
cessions, This is no accident: in 
the course of the recession, assets 
have been redistributed, less effi- 
cient workers disemployed, cost- 
cutting procedures adopted, un- 
economic machinery abandoned. 
When growth begins again, the 
economic machine has been freed 
of its burden of unproductive or 
misplaced persons and machines, 
and output per man-hour of labor 
input climbs rapidly. Throughout 
the period for which figures are 
available, productivity has risen in 
these sharp spurts of growth; at 
the crest of booms, after months 
or years of accumulating malad- 
justments, the growth of produc- 
tivity has slowed, or even re- 
versed, 

The conclusion appears justi- 
fied that productivity and the 
business cycle are closely linked; 
they are both basic mechanisms 
of the free-market, and the arti- 
ficial obliteration of the cycle is 
bound to arrest the rate of gain 
in productivity. This cost is im- 
possible to measure with any ac- 
curacy now, though it may be 
some day in the future. But be- 
cause of the compounding of pro- 
ductivity gains through time, the 
cost, over a decade, of even a 
small reduction in the rate of gain 
could be altogether fantastic. 

This listing of costs associated 
with a headlong federal policy of 
spending its way out of reces- 
sions is not designed to be exclu- 
sive. Readers will doubtless have 
their own list of tangible and in- 
tangible costs. They make the 
point, however, that the expand- 
ing role of government, and most 
particularly its perpetual commit- 


ment to full-employment policy, | 
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Quarterly dividend No. 
145 of $.75 per share has 
been declared on the Com- 

mon Stock of 
ALLIED CHEMICAL & DYE 

CORPORATION 

payable June 10, 1957, 
to stockholders of record 
at the close of business 

May 17, 1957. 
RICHARD F. HANSEN 
Secretary 

April 30, 1957 


Continuous Cash Dividends 
Have Been Paid Since 
Organization in 1920 











E CONTINENTAL 
g, CAN COMPANY, Inc. 
162nd 
COMMON DIVIDEND 
A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable June 15, 
1957, to stockholders of 
record at the close of 
business May 22, 1957. 


50th 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93 34) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable July 1, 1957, to 
stockholders of record at 
the close of business 
June 14, 1957. 


3rd 
SECOND PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.12 4) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
company has been de- 
clared payable June 29, 
1957 to stockholders of 
record at the close of 
business June 7, 1957. 


LOREN R. DODSON, 
Secretary 














LOEW'S INCORPORATED 


April 30, 1957. 


The Board of Directors has de- 
clared a quarterly dividend of 25c 
per share on the outstanding 


Common Stock of the Company 
payable on June 30, 1957, to stockholders 
ef record at the close of business on June 
14, 1957. Checks will be mailed. 

CHARLES C. MOSKOWITZ 


Vice Pres. & Treasurer 
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is by no means the simple and 
obvious good that it may appear 
superficially to be. When theore- 
ticians say, as they frequently do, 
that unemployment must be elim- 
inated “at all cost,” it would be 
well to ask them whether they 
have in fact measured the cost, 
or even weighed it. So measured 
and weighed, the costs are im- 
pressive indeed: the advocates of 
full-employment policy are surely 
obligated to present the American 
people with some information on 
the cost if the issue is ever to 
be decided on reasonable gronuds, 
rather than on political expedi- 
ency. —END 





Analyzing First Quarter 
Earnings Reports 





(Continued from page 209) 


were lower in spite of the fact 
that sales for the period rose 12% 
to $97,500,000 from $87,400,000 
from last years first quarter. 

Pittsburgh Plate Glass also re- 
ported a sales increase over last 
year, but start up costs of its 
new plate glass plant in Mary- 
land, and a 71 day strike at its 
Lake Charles, La. plant were the 
principal causes of a drop in earn- 
ings from $1.60 per share in last 
year’s March quarter to $1.34 
this year. 

Start up costs vary from plant 
to plant, but in most instances 
the measurable expenses are aug- 
mented by the intangible costs 
of lost production time, unsched- 
uled work stoppages and break- 
downs which can keep a new op- 
eration on the loss side of the 
ledger for a considerable period 
of time. 


Profit Growth Becoming 
More Difficult 


Other costs, not prevalent a 
year ago, are also affecting earn- 
ings. A number of manufacturers 
(as is noted in the steel stock arti- 
cle in this issue) are finding that 
they must absorb freight costs 
to maintain their competitive po- 
sitions just when I.C.C., has 
granted an across the board rate 
increase to the railroads. They are 
also finding that customers, who 
have their own liquidity problems, 
are foregoing discounts for rapid 
payment of deliveries and are, in 
effect, forcing the manufacturer 
to finance inventories for them 
for a period of time. 


The tale being told is a simple 
one. It’s getting more difficult to 
make a buck even though most 
basic economic indicators are at 
a high level. 

In the first three months of 
1957, National Product registered 
an all time high, according to esti- 
mates made by the President’s 
Council of Economic Advisors. 
American industry produced 
goods and services at an annual 
rate of $427 billion, a concededly 
phenomenal rate even if the most 
recent increase was the smallest 
for any quarter in the past year. 
Consumer income set a new rec- 
ord and spending for the period 
amounted to an annual rate of 
$275 billion. Furthermore, despite 
more stringent credit restrictions, 
consumers were spending at a 
faster rate than their incomes 
were increasing. Higher prices re- 
duced some of the effectiveness 
of this dis-saving and produced 
a net drop in buying power. It is 
noteworthy that the largest price 
increases were in service fields, 
where consumers have been spend- 
ing an ever increasing portion of 
their disposable income. 

The outlook for the second, and 
subsequent quarters of 1957 is 
clouded by the slight decline in 
industrial production in the first 
quarter from the last quarter of 
1956. Although the drop was 
slight, it was registered in spite 
of the fact that the first three 
months were aided considerably 
by heavy oil shipments, the ex- 
ceptionally high activity in the 
machinery and tool industries and 
the continued growth of non-resi- 
dential construction. These gains 
offset lower activity in the auto- 
mobile, paper, mining and chemi- 
cal industries, but whether they 
can continue to do so is uncertain. 

While the outlook for expanded 
production is nebulous, the wage 
situation is definite. Many major 
industries, including autos and 
steel, are now tied to wage con- 
tracts which require periodic pay 
increases, with the next round 
scheduled to begin as the third 
quarter opens in July. 

With industry challenged to find 
more effective ways of reducing 
costs and increasing profit mar- 
gins, competition will be more in- 
tense in subsequent quarters and 
we may witness an upturn in the 
number of acquisitions of compa- 
nies by others in the same or re- 
lated fields, and possibly an ac- 
celeration in the trend toward di- 
versification. 








New product development pr 
grams will be rushed as comp 
nies strive to improve sales, a 
the trend to automation will } 
furthered as companies try to ij 
crease the productivity of labo 

In Part II of the survey of fir 
quarter earnings we will be aj 
to explore more fully some of t 
patterns we have observed 4 
more returns come in the pictu 
may change, but that appea 
doubtful. Nevertheless with mo 
reports in we will be better abl 
to assess the immediate fvtu 
possibilities for most key ir dug Th 
tries, and uncover further clug ™ 
as to which companies seem |'kelp #* 
to maintain or improve earning Y° 
progress in 1957, Th 

Of the stocks in the accompa ang y¢ 
ing table, the following comp: 
nies demonstrated excellent ear 
ings growth, in the first quarte Pr 
and appear on their way to coy 
tinued better earnings as the yea 
progresses : Pre 

U. S. Steel, Bethlehem Stee 
Chrysler, Westinghouse Electri 
General Dynamics, General Tir pr, 
& Rubber, Parke Davis, Prize 
(Chas.), Ex-Cell-O Corp., Na »,, 
tional Supply, Westinghouse Aj te 
Brake, Caterpillar Tractor, Geig in 
eral Electric, Thompson Produc§ * 
and Douglas Aircraft. Su 











Some Reports of Unusual Intereg 
t 

Eto 

General Electric set new [irf p, 

quarter sales and earnings reg m 

ords. This major industrial eg & 

terprise, the leading electrics 


equipment producer and one @ ™ 
the most important companies i : 
the electronic field, has expendeg ” 


enormous sums of money on fj 
search and new product develo ,; 
ment. 

GE’s sales amounted to 31 
048,850,000, an increase of 119 q 
over the previous first quarter re 
ord of $946,458,000. Earnings il 
creased 16% over year earli¢ 
levels to $64,006,000, equal to 7) 9 
per share, from $54, 962, 000 or 63 
per share in the same months 0 
last year. Most significant, and ul 
ty pical was an increase in profi 
margins, or earnings per dollar ¢ 
sales from 5.8¢ to 6.1¢ in the co 
parable periods, 

The company reported that |! 
expansion and development pr 
grams will be pursued as vigo 
ously in the future as in the past 
It plans to invest about $185,000f%" 
000 in new plant and equipme inn 
during 1957, indicating higher exfou: 


(Please turn to page 262) ri 
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ow 2 Forecast Stocks Rose 324%. Points 


Despite Market Decline ie 





SOUND PROGRAM FOR 
1957 


For Protection — Income — Profit 








On April 6, 1956 when the market reached its highest point 
for 1956, Boeing closed at 8154—while General Dynamics 
closed at 611%. Despite the decline that has taken place 
since then, Boeing has appreciated 1354 points — while 
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Analyzing First Quarter 
Earnings Reports 





(Continued from page 260) 


penditures than were originally 
planned for its 1956-58 expansion 
program. 


Rayonier showed first quarter 
sales of $30,042,000, down con- 
siderably from the $35,466,900 re- 
ported in the first quarter of 
1956. The decline in cellulose and 
lumber demand which began in 
mid-1956 continued to depress 
sales in the first three months of 
1957, while the company was un- 
able to offset rising materials, la- 
bor and freight costs by increas- 
ing prices. Operations in the 
United States were profitable, 
but substantial losses were in- 
curred in its Canadian production 
because of market conditions and 
high start up costs of new facili- 
ties. 

Net income per share was 
halved, falling to 36¢ from 70¢ a 
year ago. 


Parke-Davis & Company enjoyed 
a particularly favorable first quar- 
ter, with sales jumping to $37,- 
785,000 from $32,549,000 a year 
ago and per share earnings in- 
creasing to $1.14 from $0.86. 


The sale of polio vaccine is ex- 
pected to be a principal factor in 
the 10% to 15% sales increase 
anticipated for 1957. The com- 
pany hopes to sell 25,000,000 doses 
of the vaccine in the current year, 
both at home and abroad, com- 
pared with only 7,500,000 doses 
sold in 1956. 


The erection of a new building 
for the production of its APC vac- 
cine has begun in the hope that 
this new eye, nose and throat drug 
can be brought to market this fall, 
and contribute to 1957 revenues. 


Air Reduction Company contin- 
ued the steady improvement in 
earnings which began in 1955. 
With its new plants completed, 
operations were at record levels 
in the March quarter. The com- 
pany is a leading producer of oxy- 
gen products now in particularly 
strong demand in the steel, chemi- 
cal and missile industries. Earn- 
ings advanced to $4,334,000, an 
increase over the previous record 
set in the last three months of 
1956, and almost 13% above the 
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$3,843,000 earned in last year’s 
first quarter. 

Net earnings per share, (des- 
pite a 273,000 share increase) 
equalled $1.16 against $1.09 a 
year earlier. The company re- 
cently increased its dividend to a 
regular 62¢ rate from the previous 
50¢ quarterly payment. 


Westinghouse Electric. In the first 
quarter of 1956, when most of the 
company’s important plants were 
seriously effected by strikes, West- 
inghouse lost $18,575,000, equal 
to a deficit of $1.14 per share. 
The most recent March figures, 
therefore, in the absence of work 
stoppages, appear particularly fa- 
vorable by contrast. 

Sales jumped to $475,686,000 
from $225,366,000 a year ago, and 
net income increased to $14,198,- 
000, equal to 82¢ per common 
share. New orders booked were 
the largest for any first quarter 
in the company’s history, and the 
backlog of orders for electrical 
apparatus, industrial and atomic 
products is now at record levels. 

In common with others in the 
appliance field, however, sales of 
consumer products continue to lag 
and constitute a drag on earnings. 

For the balance of the year, 
with labor conditions more stable, 
the company should be able to im- 
prove its earnings further. —END 





For Profit and Income 
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Response 


The response of Ford Motor 
stock to news of a year-to-year 
gain of 36% in first-quarter earn- 
ings was quite tepid. The chart 
shows a lot of resistance to be 
plowed through between present 
price of 58 and 1956 high of 633. 
Chrysler had a sensational first 
quarter, with net of $5.34 a share, 
more than four times that of a 
year ago. In the first trading 
session after this news the stock 
had a net gain of 144 to 79%. 
Full-year net in this relatively 
volatile situation might be $12 
to $15 a share or what have you. 
Maybe even above 1950’s record 
$16.49 a share—on which the stock 
did not sell higher than 8414. We 
would not buy it. Neither would 
we rule out possibility that it 
might get to 85 or 90. 
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Reynolds Tobacco 


From time to time the newg’ PY 
papers report another medicg St 
finding alleging a link betwedspec 
cigarette smoking and lung capilne § 
cer—and from quarter to quartg@/!™S 
Reynolds Tobacco reports highe 
earnings. In the first 1957 quapthea 
ter, sales were about 11% aboy 
a year ago, while profit rose near} The 
15% to $1.47 a share, from 319p"P¢: 
a year earlier. It was the 17j ard A 
consecutive quarter in whi rl s 
earnings exceeded the year-aggot-| 
level. On present cigarette pricepst Fe 
full-year profit probably will the 
in the range of $6.20 to $6.30 goseut 
share, against 1956’s record $5,9p!0Us 
There are trade rumors that p% ‘ 
general one-cent a pack pripl¢ 91 
boost may be near, If so, ea foil 
ings would appreciably exceec| tig '! 
estimate cited. In any event tihpWS | 
$3.20 dividend, raised from $2.9'th«’ 
in January of last year, is entireg"S!”) 
secure; and another increag®™’s 
might be possible. Yielding abog"”™“° 
5.6% at 57, the stock remains ly v 
sound choice for income account be 
Looking Ahead bout 


the 
International Nickel accounl§97 , 
for about 60% of the free world}, , 
output of nickel, is among th§jly 
larger copper producers, and hailing 
the largest output of platinum my 
metals, It earned a record $6.Barte 
a share last year, against 1955 eke 
$6.15. Copper prices are dow#56, 
sharply, but nickel was raiseh jm 
914 cents a pound in Decembet§me : 
and it remains in strong demang pot 
Earnings could reach something. eo 
like $6.70-$6.80 a share this yealfs st 
Dividends probably will continu 
at a $3.75 total. Around 112, third, 
stock is selling at about 16.6 time 
projected earnings, yielding les Re: 
than 3.4%. These figures are infill o 
dicative of its investment poptiys | 
larity. For some time to com th 
there will be no cloud in the sk@ain 
for this company—but a high pric#win 
and strong demand for any metapl,,. 
will in due time bring largely ingen 
creased supplies of it. Remembep)% 
copper and remember aluminunifye] 
It will take longer for nickelfntl: 
but it will come, and it should bier 
taken into the investment reckfore 
oning. Allowing for the expansiogew 
of capacity now scheduled by thittin 
company and by other producersgcia 
the chairman of the company obfoul. 
serves that, assuming maintepyi) 
nance of present defense need ork 
for the metal and assuming thafige 
Federal stockpiling of it will hav@ it 
ended, civilian demand will havé 
AY 
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rise about 75% by 1961 to 
srb projected increased sup- 
by that year. If meanwhile 






e newges 
medic Stock can go higher on that 
betweqespect, it would make profit 





ng caging all the more inviting, new 
quartgying more and more risky. 
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7 quaptboard 

0 aboy 

e nagrThe management of Outboard 

m 31 gprine, biggest maker of out- 

he 17pard motors, has proposed a 3- 
whigt-l split. It will be the second 


eay-aqor-l split since we made our 
priest recommendation of the stock 
wi!] the forepart of 1954. It was 
$6.30 posequently recommended at 
d $5.gprious higher, but highly profit- 
that ple, ‘evels—most recently in the 
¢ yprigpue of last September 29 around 
, ear following a five-point reaction. 
ee] tyra. up to 9314 on the split 
ent tps, and is now at 8114. In a 
n sgggtther step-up of scheduled ex- 
sntireusion, some stock financing 
nereagetm™s and amount not yet an- 
xr abopunced) is coming soon, It prob- 
rains PY will not differ much from 
count#!y-1956 financing which in- 
eased outstanding shares by 

but 10%. Earnings were down 

the first quarter of 1957, to 
“COUN 27 a share, from $1.71 a year 
world$o reflecting higher costs not 
ng thiiy compensated by increased 
nd ha lling prices. Sales did not rise 
atinul® much as expected in the first 
1 $6.ifarter, because dealers had 
1955%cked up very heavily, late in 
dowg56, but the company reports 

rails improvement in demand be- 
embelime apparent in April. The stock 




























2Mang not especially cheap here, but 
ethinge continue to suggest that hold- 
S yealfs stay with it. 

mntinu 

12, th other 





> time 
ig le$Readers who bought McGraw- 
are Ifill on our earlier advices at var- 
poptgus lower levels have big: profits. 
| COMP the January 19 issue it was 
he skfain recommended at 3534, fol- 
h prigwing a dip from 1956 high of 
metapl,. It was our stated guess 
ely itfen that the stock “could sell 
iembe)% or more above the present 
unumfvel some time in 1957.” It re- 
nickelfntly got back to 4114, a rise of 
uld ber 15%. The guess of “20% or 

reckfore” in 1957 still stands, in 
anslo§ew of prospects for a further 
yy thiftin in earnings this year, es- 
lucersBcially in the second half. We 
ny OMfould not reach for it here, but 
aintehying on moderate dips shouid 
need¥ork out fairly well. In view of 
g thafige prior advances, no bonanza 


1 hav@ it can be expected. —END 
| have 
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Answers to Inquiries 
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million. After deducting expenses 
and adjustments and providing 
for Federal tax on the capital 
gain, net profit of $2,043,916 was 
realized. The amount was cred- 
ited to surplus. 

Effective December 1, 1956, the 
annual dividend rate on Associ- 
ated’s common stock has been in- 
creased to $2.00 a share, the sec- 
ond time in two years that the 
directors felt results justified an 
increase. 

As of year’s end, Associated’s 
current assets totaled $77,940,- 
674, compared to $69,182,645 the 
previous year, with a ratio to cur- 
rent liabilities of 3.34 to 1. Work- 
ing capital was $54,573,964 com- 
pared to $45,489,956 the previous 
year. Book value per common 
share for the year was $36.45 
compared to $33.10 the previous 
year. 

The area of the Lord & Tavlor 
store in Westchester County, New 
York, is to be expanded by 45% 
and six other stores built along- 
side it for lease to other com- 
panies. It will be completed in 
February, 1958. 

The basic policy of the com- 
pany has been to operate a group 
of department stores; primarily 
catering to the medium and better 
income customers. 


M. Lowenstein & Sons Inc. 


“You have stated in your magazine 
that the textile industry is intensely 
competitive and often plagued by an 
over-productive capacity. Please submit 
recent data on one of the leaders in the 
industry, M. Lowenstein & Sons. Thank 
you.” C. M., Dallas, Texas 


M. Lowenstein & Sons Ince. is 
engaged in the manufacture, con- 
version, printing and dyeing of 
cotton and rayon grey goods into 
finished fabrics. Operations are 
fully integrated. It is one of the 
most successful companies in its 
field. M. Lowenstein & Sons Inc. 
for the year 1956 reported a new 
all-time high in total sales—$440,- 
414,706 against $326,934,520 for 
the previous year, an increase of 
35%. 

Earnings after taxes were $5,- 
665,856 or $1.98 per common 
share, compared with $8,102,137 
or $2.76 per common share, plus 
$2,710,128 or 96 cents per com- 
mon share of non-recurring in- 
come, in 1955. 


Per share figures are based on 
the number of shares outstanding 
at the end of each year, adjusted 
for the 2% stock dividend in Jan- 
uary 1956. 

Although sales reached a new 
high, profits were substantially 
lower. 

According to the chief execu- 
tives of the company, “the pros 
and cons of so-called over-produc- 
tion in textiles have been widely 
discussed. While it is true that ac- 
cumulated inventories have 
brought about an unbalanced situ- 
ation in the market, it should be 
remembered that textiles have 
been producing at a peak because 
the majority of the mills were 
running on a six day week.” They 
added that with the majority of 
the mills now running on a five 
day week, accumulated inven- 
tories are being materially re- 
duced. It would seem that the in- 
dustry has sufficient productive 
capacity, even with little six day 
operation, to care for normal de- 
mands. 

Demand appears to be gradual- 
ly creeping up to production in 
the market and this demand, in 


=> COLUMBIAN 
CARBON COMPANY 


One-Hundred and Forty-Second 
Consecutive Quarterly Dividend 


A regular quarterly d'vidend of 60 
cents per share on the Capital Stock of 
the Company will be paid June 10, 
1957 to stockholders of record at the 
close of business May 15, 1957. 


RODNEY A. COVER 
Vice-President — Finance 











Common Dividend No. 150 


A dividend of $1.00 per 
share on the common 
stock of this Corporation 
has been declared payable 
June 15, 1957, to 
stockholders of record at 
close of business May 31, 
1957. 


C. ALLAN FEE, 
Vice President and Secretary 








| May 2, 1957 
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combination with discontinuance 
of overtime operations, the estab- 
lishment of Japanese quotas and 
mills closing down and liquidat- 
ing, should relieve the industry of 
current accumulated inventories 
and establish a more favorable 
market situation. 

The strike at the Rock Hill 
Printing and Finishing Co. plant 
during the second and third quar- 
ters of the year, had a very dam- 
aging effect on 1956 results. 

Lowenstein’s unfilled orders po- 
sition is substantial and there- 








DIVIDEND NOTICE 


JEFFERSON LAKE SULPHUR 
COMPANY 


The Board of Directors, at a meeting 
held on April 18, 1957, declared the 
regular quarterly dividend (No. 56) 
of 40¢ per share on the Common 
shares, payable June 10, 1957 to 
shareholders of record May 17, 1957. 


CHAS. J. FERRY 
Vice-President & Secretary 

















American-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable June 1, 1957 to stock- 
holders of record at the close of 
business on May 22, 1957. 

A quarterly dividend of 25 cents per 
share on the Common Stock has been 
declared, payable June 24, 1957 to 
stockholders of record at the close of 
business on June 3, 1957. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


FRANK J. BERBERICH 
Secretary 






fore, the company feels. that 
“1957 should be a satisfactory 
year”. 

Current quarterly dividend is 
3714 cents per share. —END 





As | See It! 
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individuals who put up the money, 
as many have learned to their 
great loss and sorrow. 

The Jolly Roger is flying high 
today. If nothing else, it tells us 
we are at an advanced stage of 
the boom. In the early stages of 
a rising economy these buccaneers 
can flourish like the Green Bay 
Tree, because business and the 
market is rising, and those intel- 
ligent people who go into some of 
these speculative adventures of 
one kind or another know that 
they are gambling, and place only 
a small sum of money in these 
ventures—money they can afford 
to lose, while the rest of their 
funds are invested in sound divi- 
dend-paying securities with a fu- 
ture. 

But there is really no percen- 
tage in buying shares in compa- 
nies dominated by the buccaneers, 
who are thinking in terms only 
of what they can make out of 
deals themselves—for it has been 
proven again and again that long 
term investment in established 
companies in the early stages of 
industrial progress has built tre- 
mendous fortunes for stockhold- 
ers, without the dreadful risks in- 
volved, not only for their capital 
but in loss of self-confidence and 
well being. 

Again and again we have called 














TEXAS EASTERN 


SHREVEPORT, 











Common and Preferred Dividend Notice 
May 6, 1957 

The Board of Directors of the Company has declared 

the following quarterly dividends, all payable on 


June 1, 1957, to stockholders of record at close 
of business, May 14, 1957: 


Amount 

Security per Share 

Preferred Stock, 5.50% First Preferred Series... $1.37 

Preferred Stock, 5.85% Series................ $1.4614 
Preferred Stock, 5.00% Series................ $1.25 

Preferred Stock, 4.75% Convertible Series ..... $1.1834 

Preferred Stock, 4.50% Convertible Series ..... $1.1214 


Common Stock.......... 


O jnanimission Corporal 


LOUISIANA 


— Secretary 
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the attention of our readers 
the right kind of mergers-—thg 
that are well conceived, and wij 
well financed and aggressive ma 
agement — issues that also gj 
your investment multi-industr] 
diversification. What counts ist 
basis of these mergers, that t 
character of management a 
control is not designed to mi 
the company, but to expa 
soundly in the interest of sto¢ 
holders. There are a number 





such companies today  getti 
close to a buying level. —E} 
1957 Clues— 


In First Quarter Reports 





(Continued from page 203) 


quarter earnings of some 400 j 
dustrial companies showed 
aggregate gain of about 2.4 
from a year ago. The results a 
highly mixed. In case after ca 
you read: sales up, profit down. 
the 1956 fourth quarter the avd 
age operating margin of 200 lar 
manufacturing companies “tr 
lied” to 12.7% from 10.5% int 
third quarter (steel strike 
riod), but compared with 13.6 
in the second quarter, 14.3 % 
the first and 14.5% in the fi 
1955 quarter. Final data ooatall 
will show either no betterment 
some shrinkage in the first-qud 
ter ratio, as compared with four 
quarter figure of 12.7%. Howi 
can the market go on this kind 
“low-octane gas”? No change 
our careful, selective policy can 
justified at this point. 
—MOonpDaAY, MAY 





Keeping Abreast 
of Corporate Developmen} 





(Continued from page 244) 


is striking. By giving prospect 
the most complete information 
far obtainable for outlining like 
locations for oil accumulat “I 
the method promises to materi 
ly better the art of finding oil 
wildcat explorations and in | 
cating profitable wells in existi 
fields. It may also reopen some 
gions considered “exhausted” a 
convert them into new petrolel 
resources. This was borne ( 
when the method recently : 
counted for two oil discover! 
in a West Texas area previous 
prospected over without resl 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $20,000 or More!) 


Moss investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... with a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


{ssues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest. 
ment problem you may face. Our contacts and 
original research sometimes offer you aid no‘ 
obtainable elsewhere—to help you to save—te 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes. considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








- ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—se if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit vou. 








INVESTMENT 


MANAGEMENT SERVICE 


A division of Tut Macazine oF WALL STREET. A background of nearly fijty years of service. 


90 BROAD STREET 


NEW YORK 4. N. Y. 
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For Forty Years our name has been 


Union Carbide and Carbon Corporation . .. more generally 


called “Union Carbide.” 

Now our company name will be Union Carbide Corporation. 
The change is in name only. The people of Union Carbide will 
continue to pioneer in developing and producing carbons and 


gases. chemicals, plastics. alloys and nuclear energy. 


UCC's principal divisions 
and subsidiaries include 
BAKELITE COMPANY 

ELECTRO METALLURGICAL COMPAN 
HAYNES STELLITE COMPANY 
KEMET COMPANY 

LiInDE COMPANY 

NATIONAL CARBON COMPANY 
PyROFAX GAS CORPORATION 
SILICONES DIVISION 

UNION CARBIDE CANADA LIMITED 
UNION CARBIDE CHEMICALS Comps 


UNION CARBIDE DEVELOPMENT 
COMPANY 


UNION CARBIDE INTERNATIONAL 
COMPANY 


UNION CARBIDE NUCLEAR COMPAN 
UNION CARBIDE ORE COMPANY 
UNION CARBIDE REALTY COMPANY 
VISKING COMPANY 

Write for free bookl 
and learn how UCC research can he 
you. Ask for “Products and Processe 


Union Carbide Corporation, Dept. 
30 East 42nd Street, New York 17, N. 
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